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ADMINISTRATION OF OVERSEAS ACTIVITIES OF THE 
GOVERNMENT 


THURSDAY, MAY 31, 1951 


Unirep Srates SENATE, 
SUBCOMMITTEE ON REORGANIZATION 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerParTMENTS, 
Washington, D.C. 

The subcommittee met at 10:55 a. m., pursuant to call, in room 357, 
Senate Office Building, Hon. Herbert R. O’Conor (chairman of the 
subcommittee) presiding. 

Present: Senators O’Conor and Dworshak. 

Also present: Walter L. Reynolds, chief clerk, and Eli E. Nobleman, 
professional staff member. 

Senator O’Conor. The open hearing on §. 1166 is now called to 
order. 

As chairman of the Subcommittee on Reorganization, I should like, 
at the outset of these hearings, to make a brief statement with respect 
to the pending bill, to create a commission to make a study of the 
administration of overseas activities of the Government, and to make 
recommendations to Congress with respect thereto, of which I am a 
cosponsor. 

On March 25, 1949, the Hoover Commission submitted to the Senate 
a report entitled “Administration of Overseas Affairs.” This report 
emphasized the fact that the war and its aftermath created new and 
heavy operational and promotional responsibilities abroad, resulting 
in an annual expenditure by this Government of more than $5,000,000,- 
000 at that time. Of this amount it was estimated that more than 
$1,000,000,000 was being expended annually for military government 
and occupation costs in 4 countries, and in excess of $4,000,000,000 a 
year was being devoted to support the economic recovery of 19 
European countries. In addition, the United States was required to 
govern its trust territories, dispose of large amounts of surplus prop- 
erty overseas, and discharge newly acquired responsibilities of trustee- 
ship with respect to several Japanese mandated islands. 

The Commission pointed out that these obligations and responsibili- 
ties had grown so rapidly that time had not permitted adequate 
planning for efficient administration. This had resulted in confusion, 
inconsistencies, and tncertainty of policy and program as well as the 
inefliciencies which inevitably follow as a result of improvisation and 
lack of over-all planning. Finally, the Commission found that the 
administration of overseas affairs was scattered and diffused among 
a number of departments and independent agencies, including the 
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Department of State, Army, Navy, and Interior, and the Executive 
Office of the President. 

The Hoover Commission concluded that the entire problem was so 
complex and far reaching as to require further detailed study before 
any definite determination could be made as to the most effective 
organizational arrangement to meet the problem. Accordingly, it 
recommended that the Congress direct that a comprehensive study be 
made of the entire problem of overseas operations and administration. 

For the purpose of effectuating the recommendation of the Hoover 
Commission in this all-import ant field, Senator John L. McClellan, 
chairman of this committee, in June 1949, introduced a bill (S. 2072 
sist Cong.), which was identical with the pending bill, S. 1166. and 
which would have established a Commission on Overseas Administra 
tion charged with the responsibility for making the comprehensive 
study recommended by the Hoover Commission. The bill was re- 

ferred to this committee which, in turn, referred it to the Subcommit- 
tee on Relations with International Organizations of which it was my 
privilege to be chairman. The subcommittee, after careful study and 
consideration of the measure, reported it favorably to the full com- 
mittee on August 5, 1949. On August 10, 1949, the bill was unani- 
mously reported to the Senate. On August 27, 1949, the bill passed 
the Senate by unanimous consent and was referred, on September 2 
1949, to the House Committee on Expenditures in the Executive De- 
partments, where no further action was taken. 

In commenting upon 8. 2072, the Director of the Bureau of the 
Budget advised the chairman of this committee, that is, Senator Mc- 
Clellan, that he felt that the President had adequate authority under 
the Reorganization Act of 1949 to direct such a study without the 
establishment of a special commission. Subsequently, the sirosang 
retained the Brookings Institution to make a study of the administr: 
tion of foreign affairs and overseas operations of this ¢ sieehidaaite 
on behalf of the President, at a cost of approximately $126,000. In 
addition, the President commissioned former Secretary of the Army 
Gordon Gray to examine and report with respect to American foreign 
economic policies, and Mr. Nelson A. Rockefeller, as Chairman of the 
President’s International Development Board, to examine and report 
with respect to problems involved in carrying out technical-assistance 
programs. 

During the 2 years which have elapsed since the passage by the Sen- 
ate of S. 2072, the foreign commitments and undertakings of our 
Government have continued to increase at a startling rate, as a result 
of the introduction of large-scale overseas operating programs as 
major tools of American foreign policy. Multi-billion-dollar pro- 
grams such as the continuation of economic aid to Europe and the Far 
East, and military assistance to the North Atlantic Treaty nations 
have increased our financial obligations to an unprecedented high. 

During fiscal year 1951, estimated expenditures and outlays for 
military ‘and economic assistance are expected to amount to approxi- 
mately $8,300,000,000. According to the President’s recent message, 
expenditures for these pur poses w ill total approximately $8,500,000,- 
000 during fiscal year 1952. Thus, for two fiscal years—1951 and 
1952—the American people will be called upon to furnish approxi- 
mately $17,000,000,000 for foreign military and economic assistance. 
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It would appear that if a comprehensive study was found by the 
Hoover Commission to be necessary in 1949, when our total foreign 
commitments amounted to only $5,000,000,000 annually, it would 
certainly be imperative at this time when our financial obligations 
in this area are almost twice that amount, on an annual basis. 

The pending bill, S. 1166, is virtually identical with the bill passed 
unanimously by the Senate during the EKighty-first Congress. It 
would establish a Commission on Overseas Administration authorized 
to make a study of the administration of the overseas activities of 
this Government, with a view to making recommendations to the 
Congress as to means for coordinating and integrating such activi- 
ties. The Commission would be required to complete its study and 
report its findings and recommendations to the Congress not later than 
March 1, 1952, and would cease to exist on April ie 1953. It would 
be composed of four Members of the Senate, appointed by the Presi- 
dent of the Senate; four Members of the House of Representatives, 
appointed by the Speaker; and four persons in the executive branch 
of the Government, appointed by the President. Members of the 
Commission would serve without additional compensation by reason 
of such membership, but they would be paid for necessary travel and 
subsistence while away from their official station on the business of 
the Commission. 

When this proposed legislation was pending before the committee 
in the last Congress, the then Director of the Bureau of the Budget, 
Frank Pace, Jr., advised the chairman of the committee that— 
it would seem that the problems presented in this area can be dealt with 
adequately under arrangements whieh can be made by the President and by 
the regular congressional committees. 

The Deputy U nder Secretary of State, John E. Peurifoy, endorsed 
the Hoover Commission approach, however, concluding that: 

It is believed that such a study (as proposed by S. 2072) would be of great 
usefulness in developing future Government policy with respect to the type of 
organization most appropriate to deal with the range of activities enumerated 
in the report of the Commission. 

Agency comments on the pending bill, S. 1166, now indicate, how- 
ever, that the present Director of the Budeet and the Department 
of State oppose this bill, on the ground that the study which it 
would authorize under the jur isdiction of an independent Commis- 
sion required to report to the Congress is unnecessary because the 
field of inquiry has already been covered by the Gray, Rockefeller, 
and Brookings Institution reports prepared during the past year 
under the direction of the President. 

An examination of the Gray report reveals that it covers only 
foreign economic policies and devotes only 5 out of 131 pages to the 
vital “problem of administration. The Rockefeller report deals only 
with international development and devotes approximately 12 out 
of 120 pages to administration. Numerous efforts by the staff of this 
committee to obtain a copy of the Brookings report have been un- 
successful. Therefore, the committee has no . knowledge with respect 
to its contents.’ 





1 Subsequently, on June 11, 1951, a summary of the conclusions contained in the report 
of the Brookings Institution was ‘forwarded to the Committee on Expenditures by the 
Bureau of the Budget. The summary appears as appendix A, p. 71. 
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The primary need for the creation of an impartial commission to 
study all overseas activities, to accord with the specific recommenda- 
tions of the Hoover Commission, is to correct existing administrative 
deficiencies. Mr. Peurifoy, commenting on this phase i in his original 
communication to the committee, concluded— 
the State Department recognizes that there does exist a wide range of activities 
carried on overseas by the United States Government that have never been 
comprehensively studied with a view to the development of the best adminis- 
trative arrangements for their responsibility and economical treatment. It is 
felt that only on the basis of the results of the comprehensive study recommended 
by the majority of the Hoover Commission can these administrative problems 
be solved satisfactorily. 

It is the view of the sponsors of the proposed legislation now under 
consideration by this committee, that the recent studies, initiated by 
the President, still have not adequately dealt with the administrative 
problems involved, and that the Congress itself has a direct and serious 

responsibility in ascertaining all the facts relative to the administrs 
tion of our overseas activities, and that the pending bill will prov ide 
the means of obtaining the required information, thus enabling the 
Congress to perform its functions as envisioned by the Hoover Com- 
mission. 

The important point to consider this morning is the fact that the 
Hoover Commission, apparently bearing in mind the ultimate respon- 
sibility of the Congress to the American people, recommended that 
the Congress should direct a study of these problems. The studies 
which have been made to date are undoubtedly valuable and would be 
of considerable assistance to the commission which would be estab- 
lished by the pending bill. They do not, however, comply with the 
recommendation of the Hoover Commission which clearly envisioned 
a much broader study. The Congress has a vital and certainly an 
equal interest in the administration of the overseas activities of this 
Government, and it is the Congress and not the executive branch of 
the Government which is called. upon to appropriate the $17,000,000,- 
000 required to carry on the foreign economic and military programs 
proposed by the President for fise: al years 1951 and 1952. The Ameri- 

can taxpayers have been and will be paying for these activities. Cer- 
taiaih. it is only fair and just that, as their representatives, we have 
in our possession and at our disposal a comprehensive and impartial 
study and analysis of the manner in which their money is being spent. 

Closely related to the issues raised by the pending bill is the over-all 
problem of how our Government is organized to meet its vast inter- 
natitonal responsibilites in general and its international organization 
responsibilites in particular. Special reference is made in this con- 
nection to the need for effective coordination between the various agen- 
cies of the Government which have responsibilities in these matters. 
Members of this committee have given considerable attention to this 
problem duying the last Congress, and the committee would be very 
glad to receive any testimony pertaining thereto should the witnesses 
desire to address themselves to it. 

Without objection, I should like to insert in the record at this point 

a copy of S. 1166, together with copies of a staff analysis and a sum- 
mary of the comment of Government agencies concer ned. 
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or 


(The material referred to follows:) 
[S. 1166, 82d Cong., 1st sess.] 


A BILL To create a commission to make a study of the administration of overseas activities 
of the Government, and to make recommendations to Congress with respect thereto 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That there is hereby created a commission 
to be known as the Commission on Overseas Administration (hereinafter called 
the “Commission”), which shall be composed of four Members of the Senate 
appointed by the President of the Senate, four Members of the House of Repre- 
sentatives appointed by the Speaker, and four persons in the executive branch 
of the Government appointed by the President. Any vacancy in the Commission 
shall not affect its powers, but shall be filled in the same manner in which the 
original appointment was made. The members of the Commission shall serve 
without additional compensation by reason of such membership, but they shall 
be allowed and paid their necessary travel and subsistence expenses while away 
from their official station on the business of the Commission. 

Sec. 2. The Commission shall elect a Chairman and a Vice Chairman from 
among its members. 

Sec. 38. Seven members of the Commission shall constitute a quorum. 

Sec. 4. It shall be the duty of the Commission to make a study of the adminis- 
tration of the overseas activities of the Federal Government, with a view to 
making recommendations to the Congress with respect to means for coordinating 
and integrating such activities. The Commission shall complete its study and 
make a report of its findings and recommendations to Congress not later than 
Mareh 1, 1953. 

Sec. 5. The Commission is authorized, without regard to the civil-service laws 
or the Classification Act of 1923, as amended, to employ and fix the compensation 
of such personnel as it deems necessary to assist it in the performance of its 
functions. The Commission may also contract for services and employ part-time 
consultants on a per diem basis, 

Sec. 6. (a) The Commission, or any member thereof, may, when authorized 
by a majority of the Commission, for the purpose of carrying out the provisions 
of this Act, hold such hearings and sit and act at such times and places, and take 
such testimony, as the Commission or such member may deem advisable: Any 
member ef the Commission may administer oaths or affirmations to witnesses 
appearing before the Commission or before such member. 

(b) The Commission is authorized to secure directly from any executive 
department, bureau, agency, board, commission, office, independent establishment, . 
or instrumentality information, suggestions, estimates, and statistics for the 
purpose of this Act; and each such department, bureau, agency, board, com- 
mission, office, establishment, or instrumentality is authorized and directed to 
furnish such information, suggestions, estimates, and statistics directly to the 
Commission, upon request made by the Chairman or Vice Chairman. 

Sec. 7. The Commission shall cease to exist on April 1, 1953. 

Sec. 8. There are hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropirated, such sums as may be necessary to 
earry out the provisions of this Act. 





SENATE COMMITTEE ON EXPENDITURES IN THE EXECUTIVE DEPARTMENTS 


Aprit 16, 1951. 
Staff Memorandum No. 82—1-23. 
Subject: S. 1166—(MecClellan, et al.)—To create a commission to study the ad- 
ministration of overseas activities of the Government. 

This bill would establish a commission to study the administration of the over- 
seas activities of the Government. It arises out of a finding by the Hoover Com- 
mission of the necessity for a comprehensive study of the complex nature of the 
manner in which the overseas activities of the Government are operated. 

An analysis of S. 1166 follows: 

Section 1 creates a Commission on Overseas Administration, composed of 12 
persons—4 Members of the Senate, appointed by the President of the Senate: 
4 Members of the House, appointed by the Speaker of the House; and 4 from the 
executive branch of the Government, appointed by the President. Members are 
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to serve without additional compensation, but shall be allowed necessary travel 
and subsistence while away from official stations on Commission business. 
Vacancies would be filled in the same manner as the original appointments 
were made. 

Sections 2 and 3 provide that the Commission shall elect a chairman and a 
vice chairman from among its members, and seven members shall constitute a 
quorum. 

Section 4 provides that the duty of the Commission is to study the administra- 
tion of the overseas activities of the Federal Government, with a view to making 
recommendations to the Congress with respect to the means for coordinating 
and integrating such activities. The Commission is required to complete its 
study and report its findings and recommendations to Congress not later than 
March 1, 19538. 

Section 5 authorizes the Commission to employ and fix the compensation of 
necessary personnel without regard to the civil-service laws or the Classification 
Act of 1923, as amended, and to contract for services and employ part-time con- 
sultants on a per diem basis. 

Section 6 (a) provides that when authorized by a majority of the Commis- 
sion, for the purposes of carrying out the provisions of this act, the Commission 
or any member thereof may hold such hearings and sit and act at such times and 
places and take such testimony as the Commission or such member may deem 
advisable. Oaths may be administered to witnesses appearing before the Com- 
mission by any member. (b) Authorizes the Commission to secure directly 
from any executive department, bureau, agency, board, commission, office, inde- 
pendent establishment, or instrumentality information, suggestions, and esti- 
mates for the purposes of this act and such agencies would be authorized and 
directed to furnish such information. 

Section 7 provides that the Commissiun shall cease to exist on April 1, 1953. 

Section 8 authorizes the appropriation of funds necessary to carry out the 
provisions of the act. 

Identical bills (H. R. 3406 and H. R. 3697) are pending in the House. 


S. 1166 AND THE HOOVER COMMISSION RECOMMENDATION 


On March 25, 1949, the Hoover Commission submitted to the Senate a report 
entitled “‘Administration of Overseas Affairs’ which emphasized the fact that 
the war and its aftermath had created new and heavy operational and promo- 
tional responsibilities abroad which have resulted in annual expenditures by 
this Government of more than $5,000,000,000. In addition, the United States 
must still continue to govern its trust territories, dispose of large amounts of 
surplus property overseas, and discharge newly acquired responsibilities of 
trusteeship with respect to several Japanese mandated islands. Further overseas 
responsibilities include military government in the Far East and occupation in 
Europe, special missions administering aid to China, Greece, and Turkey, and 
the administration of certain small independent agencies, such as the American 
Battle Monuments Commission, the Philippine Alien Property Administration, 
and the Philippine War Damage Commission. 

The Hoover Commission pointed out that these obligations and responsibilities 
have grown so rapidly that time has not permitted adequate planning for efficient 
administration. This has resulted in confusion, inconsistencies and uncertainty 
of policy and program as well as the inefficiencies which inevitably follow as a 
result of improvisation and lack of over-all planning. Finally, the Commission 
found that the administration of overseas affairs is now scattered and diffused 
among a number of departments and independent agencies, including the Depart- 
ments of State, Army, Navy, and Interior and the Executive Office of the Pres- 
ident, as follows: 

(1) Occupied areas (Germany, Austria, Japan, and Korea), by the Depart- 
ment of the Army and the Department of State; 

(2) Economic recovery by the Economic Coeperation Administration and 
special State Department missions with respect to Greece, Turkey, and 
China; 

(3) Trust territories (Carolines, Marshalls, and Marianas) and unorgan- 
ized (non-self-governing) territories (guam and Samoa), by the Navy 
Department ; 

(4) Organized (self-governing) territories (Alaska, Hawaii, Puerto Rico, 
and the Virgin Islands), by the Department of the Interior; 

(5) Small overseas special operations (American Battle Monuments Com- 
mission, Philippine Alien Property Administration, Philippine War Damage 
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Commission and Foreign Property Liquidation Commission), by independent 
agencies responsible to the President, and the Department of State; and 

(6) The Panama Canal, an independent agency under supervision of the 
Secretary of the Army. 

Chairman Hoover and Commissioners Pollock and Mead recommended the 
immediate creation of an Administraiton of Overseas Affairs which would assume 
responsibility for existing policy and administration with respect to all overseas 
operations. This, it was felt, would effect a unification of policy under one 
responsible head, enable the development of a a corps of career men for foreign 
administration and reduce the total number of agencies in the Government pres- 
ently concerned with these matters. Such action would also have the effect of 
relieving the Departments of Army, Navy, and Interior of burdens which are 
unrelated to their normal duties. 

However, a majority of the Commission felt that the entire problem was so 
complex as to require further detailed study before any definite conclusions could 
be reached with respect to the most effective organizational arrangement to meet 
the problem. Accordingly, it recommended only that the Congress direct that a 
comprehensive study be made of the entire problem of overseas operation and 
administration. 


ACTION DURING EIGHTY-FIRST CONGRESS 


During the Eighty-first Congress, an identical bill, drafted by attorneys for the 
Hoover Commission, was introduced by Senator McClellan (S. 2072, Sist Cong., 
ist sess.), and referred to this committee which then referred it to its subcom- 
mittee on Relations with International Organizations for study. On August 5, 
1949, the subcommittee unanimously approved the bill, whereupon the full com- 
mittee, by unanimous vote, reported it favorably, with a clarifying amendment. 
On August 27, 1949, the bill passed the Senate by unanimous consent and was 
referred on September 2, 1949, to the House Committee on Expenditures in the 
Executive Departments, where no further action was taken. 

Instead of acting on 8. 2072, which had passed the Senate under unanimous 
consent, the committee claimed it already had sufficient authority to make such 
a study. Accordingly, a select committee was appointed to make studies in 
various parts of the world, and the committee then procured a special authoriza 
tion from the House contingencies fund which was used to send members and 
staff to Europe, the Far East and other areas. No reports were ever approved 
by the committee as a result of these investigations on the part of the designated 
members. In any event, this action was not in accord with the Hoover Commis- 
sion recommendation that an impartial study be made by a commission which 
would be authorized to report its reeommendations to the Congress for necessary 
action to eliminate existing duplications, inconsistencies, and inefficiency, and to 
effectuate a coordination of all overseas programs. 

A bill (H. R. 6170, 81st Cong.) identical to S. 2072 was introduced by Repre- 
sentative Mansfield, and referred to the Committee on Foreign Affairs, which 
took no action. 

In commenting upon S. 2072 (Sist Cong.), the Department of State reported 
that a study of the type authorized by the bill was definitely needed and “that 
such a study would be of great usefulness in developing future Government policy 
with respect to the type of organization most appropriate to deal with the range 
of activities enumerated in the report of the Commission.” 

The Administrator of the Economic Cooperation Administration agreed that 
the problems of overseas administration faced by this Government were both 
difficult and extensive and that “they were certainly worthy of both special and 
continuous study.” 

The Director of the Bureau of the Budget, however, felt that the President 
had sufficient authority under the Reorganization Act of 1949 to direct such a 
study without the establishment of a special commission. Subsequently, the 
Bureau retained the Brookings Institution to make the study on behalf of the 
President. 

CONCLUSION 


Although approximately 18 months have elapsed since the passage of the 
original bill (S. 2072, 8ist Cong.) by the Senate, no action has been taken by the 
executive branch of the Government, despite the fact that our Government has, in 
the meanwhile, undertaken greater and more far-reaching commitments in the 
international sphere, including such programs as technical assistance, the Mutual 
Defense Assistance Pact, and the North Atlantic Treaty. 
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Even though a report is submitted to the President by the Brookings Institu- 
tion,. the recommendation of the Hoover Commission for an independent and 
impartial study of the problem, directed by the Congress, will not have been 
effectuated. The Congress has a vital and certainly an equal interest in the 
administration of these functions and it would appear that the necessary guid- 
ance can better be obtained through an independent commission rather than by 
means of the submission of a report by the President to the Congress, represent- 
ing only the point of view of the executive branch of the Government. 

In view of the importance to the Congress of the subject matter here involved, 
and the divergence of opinions with respect thereto, hearings appear to be neces- 
sary. However, since there appears to be a variance between the views of the 
Bureau of the Budget and those of some of the executive departments and 
agencies, it might be desirable for the committee to hear, in executive session, 
the views of those agencies which are contrary to those expressed by the Bureau 
of the Budget. 

Et E. NOBLEMAN, 
Professional Staff Member. 
Approved. WaALter L. REYNOLDS, 
Staff Director. 





SENATE COMMITTEE ON EXPENDITURES IN THE EXECUTIVE DEPARTMENTS 


May 22, 1951. 
Staff Memorandum No. 82-1-33 (Supplemental to No. 82-1-23). 
Subject: Agency comments on 8. 1166, to create a commission to study the admin- 
istration of overseas activities of the Government. 

Submitted herewith for the information of the committee members are the 
comments of the Federal agencies concerned, relative to S. 1166, transmitted in 
response to the request of the chairman. 

It will be noted that the comments of some of these agencies refer to the fact 
that various studies relative to the overseas activities of the Government have 
already been undertaken at the direction of the President and are virtually com- 
pleted. Thus, the Bureau of the Budget, the Department of State, and the Eco- 
nomic Cooperation Administration refer to recent studies of international eco- 
nomic activity, and the Departments of State and Army, and the Economic 
Cooperation Administration make reference to a Presidential study of overseas 
administration and operations, recently made by the Brookings Institution on a 
contract basis. 

It should be recalled, however, that none of the studies heretofore undertaken 
by the executive branch of the Government conform to the findings of the Hoover 
Commission that “* * * we feel that this complicated problem requires fur- 
ther detailed study before any definite conclusion can be reached as to the most 
effective organizational arrangement,” followed by the following specific recom- 
mendation : 


“The Commission, * * * recommends that the Congress direct a com- 
prehensive study to be made of the entire problem of overseas operation and 
administration.” 


Since the foregoing recommendation calls specifically for the Congress to direct 
such a study, as would be required by S. 1166, the comments of the various 
agencies to the effect that such a study is being, or has been, made by or for 
agencies of the executive branch of the Government, constitute a variance with 
the views and recommendations of the Hoover Commission. 

The staff of the committee has been informed that the Subcommittee on Federal 
Relations with International Organizations of the House Expenditures Committee 
has requested similar comments from affected agencies, preparatory to holding 
hearings on two identical bills, H. R. 3406 (Church) and H. R. 3697 (Dawson). 
The agencies concerned were requested to submit their replies by May 21, and 
hearings are expected to follow later this month. 


BUREAU OF THE BUDGET 
(Letter dated April 24, 1951, by I’. J. Lawton, Director) 


This bill is intended to carry out the recommendations of the Commission on 
Organization of the Executive Branch of the Government that the Congress pro- 
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vide for a comprehensive study of the problem of overseas operation and admin- 
istration. Since this recommendation was made the organization of overseas 
activities has been under intensive study. within the executive branch. Two 
studies, the Gray Report and the Report of the International Development 
Advisory Board under the chairmanship of Nelson A. Rockefeller, have already 
been completed, and other studies are nearing completion. 

These several studies should provide a considerable body of material on the 
administration of overseas activities. Also it would seem that the Congress and 
the executive branch will be taking major determinative steps with respect to 
overseas administration in the immediate months ahead to meet our inter- 
national security needs. Consequently it is doubtful if the results of the studies 
of such a commission as proposed under: S. 1166 would be available at a 
sufficiently early date. 

DEPARTMENT OF STATE 


(Letter dated April 13, 1951, by Jack F. McFall, Assistant Secretary) 


We should like to point out that the Bureau of the Budget is presently consid- 
ering this problem of the administration of overseas activities. Decisions have 
already been reached on a number of changes and others will be forthcoming 
soon. Due to its urgency, the problem will have to be resolved within the next 
2 or 3 months. 

It should also be noted that the Bureau of the Budget, pursuant to the recom- 
mendation of the Commission on Organization of the Executive Branch of the 
Government that further and continuing studies be made in this connection, has 
engaged the Brookings Institution to conduct such a study. The Brookings Insti- 
tution has been conducting this study since last summer and its report is nearing 
completion. The study is being financed out of the Management Improvement 
Fund established by Congress for such purposes. In addition, the International 
Development Advisory Board under the chairmanship of Nelson A. Rockefeller 
has studied this problem and made certain recommendations. 

In view of the foregoing it would appear inopportune at this time to set up 
a new commission to conduct a study on the administration of overseas activities 
as proposed in bill S. 1166. 


ECONOMIC COOPERATION ADMINISTRATION 
(Letter dated April 19, 1951, by William C. Foster, Administrator) 


The question of the administration of overseas economic activities of the Gov- 
ernment is now being studied in detail in the executive branch in the light of the 
recommendations of the Hoover Commission and of the Gray and Rockefeller 
reports. Furthermore, the administration of economic activities overseas will 
be subject to detailed examination by the Congress in the forthcoming presenta- 
tion of the President’s program for military and economic assistance to other 
countries. Under the circumstances, it may seem appropriate to defer decision 
as to the creation of a commission as provided in the proposed bill until after 
the presentation of the foreign-assistance program. In the event of the creation 
of such a commission this Administration will, of course, stand ready to provide 
any help it can to enable the proposed study to be carried out successfully. 


DEPARTMENT OF THE ARMY 
(Letter April 30, 1951, by Frank Pace, Jr., Secretary of the Army) 


In June 1950 the Director of the Bureau of the Budget executed a contract with 
the Brookings Institution, Washington, D. C., to undertake a study of the Admin- 
istration of Foreign Affairs and Overseas Operations of the United States Gov- 
ernment. This study is financed from the Special Fund for Management Improve- 
ment authorized by the Congress for “activities of primary importance in improv- 
ing the effectiveness of Government management and operations.” (Supple- 
mental Appropriation Act, 1950, approved October 14, 1949.) 

A preliminary report of this study was submitted by the Brookings Institution 
on February 15, 1951, and this Department has been advised that the final report 
will be ready for publication during April 1951. This report is a substantial 
document in a field which closely approximates the study which is proposed in 
8S. 1166. The first three chapters are devoted respectively to a review of factors 
basic to the conduct of foreign relations in the world.today, to recent develop- 
ments in Government organization affecting the conduct of foreign relations, 
and to the status of administrative doctrine as to major units of the Government. 
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This is followed by six chapters, each of which is devoted to the detailed exam- 
ination of a complex problem involving a number of main issues and alternative 
courses of action. The final chapter is a concluding review. 

In view of the considerable work which the Brookings Institution has done 
in this field, it is reeommended that action on this bill be delayed until analysis 
and interpretation of the Brookings report show what need exists for further 
examination of the overseas activities of the Government. 

With reference to specific comments on the bill itself, it is believed that subsec- 
tion 6 (b) is too broad as to information which must be furnished the Commis- 
sion. It is therefore recommended that a proviso, substantially as follows, be 
inserted before the period on line 18, page 3: 

“: Provided, That the release of such information, suggestions, estimates, and 
statistics is not contrary to directives of the armed services pertaining to the 
security of the United States.” 

The above recommendation is based on the possibility that the Commission 
might request highly classified and highly sensitive information dealing with 
covert intelligence activities, present or proposed miltary operations or research 
and development activities, or other information the release of which, in the 
opinion of the Secretary concerned, would clearly be prejudicial to the public 
interest. 

It is further recommended that, in order for overseas commanders to furnish 
maximum assistance to the Commission and arrange for its reception, the bill 
provide that the Commission consult with the Department of Defense prior to 
visits to overseas commands. 

Subject to the foregoing recommendations the Department of the Army on 
behalf of the Department of Defense offers no objection to the enactment of 
S. 1166. 

THE AMERICAN BATTLE MONUMENTS COMMISSION 


(Letter, April 11, 1951, by Gen. Thomas North, secretary ) 


Since 1934 this Commission has had sole responsibility for the administration 
and maintenance of the 8 World War I United States military cemeteries and 11 
memorials in Europe; it has similar responsibility for 13 of the total of 14 
World War II cemeteries in foreign countries, and the fourteenth will be trans- 
ferred to its control on July 1, 1951. It is also the agency of the Government 
charged with the erection of memorials overseas to commemorate the services of 
the American Armed Forces, and, by law and agreement with the major foreign 
countries concerned, it controls the erection of such memorials by American 
citizens, States, municipalities, or associations. There is, in fact, no other agency 
of the Government performing, or with legislative authority to perform, the same 
functions, or any functions resembling them, anywhere outside the continental 
United States and its Territories and possessions. 

Concerning the subject matter of the proposed legislation insofar as it affects 
this Commission, it is my view, which is shared, I am sure, by all of its members, 
that we shall be happy to cooperate in any way should the legislation be enacted. 

Our overseas activities are closely coordinated with the Department of State 
where our relations with foreign governments are concerned. I feel that any 
integration of the Commission’s overseas functions with those of any other organ- 
ization would result inevitably in higher costs, lost motion, and prejudice to the 
higher standards of construction and maintenance upon which we insist. There 
exists a peculiarly sensitive relationship of many thousands of bereaved relatives 
with the work which this Commission performs on behalf of our Government. It 
would be highly undesirable to introduce any reorganization which would dis- 
turb this relationship so long as our mission is executed efficiently and 
economically. 


PHILIPPINE ALIEN PROPERTY ADMINISTRATION OF THE UNITED STATES 
(Letter, May 11, 1951, by J. M. Henderson, Administrator) 


(In connection with comments on another bill pending before this committee 
the Philippine Alien Property Administrator made the following comment rela- 
tive to S. 1166:) 

I have in the past been requested by Members of the Senate to comment, and 
have done so, concerning bills or proposals relating to the administration of the 
overseas activities of this Government. I feel, particularly, that the bill intro- 
duced by you during the first session of the Eighty-first Congress, and 8S, 1166 
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introduced by you during this session of Congress providing for the creation of 
a Commission for the study of overseas activities was the most effective approach 
to a coordination and implementation of an overseas administration. In addi- 
tion, I warmly supported the proposals of the Hoover Commission relating to 
such a study. 


DEPARTMENT OF COMMERCE 
(Letter, May’18, 1951, by Thomas W. 8. Davis, Acting Secretary) 


This bill proposes the creation of a commission to study the administration of 
the overseas activities of the Government, and to make such recommendations 
as it deems appropriate to the Congress. While this legislation is designed to 
implement one of the recommendations of the Hoover Commission the Depart- 
ment of Commerce believes that the proposed study is unnecessary at the present 
time. 

It is our understanding that the Bureau of the Budget, believing that such a 
study could best be made by an existing institution, engaged the Brooking Insti- 
tution to make a study, such as the one proposed in S. 1166, which is nearing 
completion. Under the circumstances, the Department of Commerce believes that 
no further project should be authorized unless, after the Brookings report has 
been filed and considered, it is found that an additional study is necessary. 


DEPARTMENT OF THE INTERIOR 
(Letter dated May 21, 1951, by Dale E, Doty, Assistant Secretary) 


The bill is designed to carry out a recommendation of the Commission on 
Organization of the Executive Branch of the Government contained in its report 
on the Administration of Overseas Affairs, to the effect that a comprehensive 
study should be made of the entire problem of overseas operation and admin- 
istration. 

It should be noted that since the above-mentioned recommendation was made 
by the Hoover Commission three such comprehensive studies have been made. 
The first of these studies to appear, prepared by Gordon Gray, was published 
on November 10, 1950, and is entitled “Report to the President on Foreign Eco- 
nomic Policies.” The second study on this subject was published in March of 
1951, and was entitled “Partners in Progress,” a report to the President by the 
International Development Advisory Board under the chairmanship of Nelson A, 
Rockefeller. The third report to appear is entitled “The Administration of 
Foreign Affairs and Overseas Operations,” and was prepared by the Brookings 
Institution for the Bureau of the Budget. 

The foregoing studies appear to have covered, in rather thorough fashion, 
the subject of overseas governmental activities. In view of this, and because the 
need for both administrative and legislative action is pressing, I believe it would 
be unfortunate if all action were withheld until the results of the further 
study contemplated by S. 1166 could become available. 

Ext E. NosteEMAN, 
Professional Staff Member. 
Approved. WALTER L. REYNOLDs, 
Staff Director. 

Senator O’Conor. First of all, Senator Dworshak, I should like to 
ask whether you have any comment to make at this time. 

Senator Dworsuak. Not at this time, no. 

Senator O’Conor. I would be glad if you would at any time make 
any statement that you see fit, or, of course, carry on any questioning. 

We have as our first witness, Mr. Robert L. L. McCormick, research 
director of the Citizens Committee for the Hoover report. 

Mr. McCormick, will you be kind enough to give us the benefit of 
your views? 
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STATEMENT OF ROBERT L. L. McCORMICK, DIRECTOR OF RESEARCH, 
CITIZENS COMMITTEE FOR THE HOOVER REPORT, WASHINGTON, 
D. C. 


Mr. McCormick. Yes, Mr. Chairman. [If it is all right with you, 
sir, my statement is rather long, and I would like to skip parts of it. 
I shall cover the more important passages and skip the lengthy docu- 
mentation. 

The Citizens Committee appreciates your request for its views on 
S. 1166, a bill to establish a Commission on Overseas Activities of the 
Federal Government. The Citizens Committee supports this measure. 
We would like to suggest miner amendments. 

In recent years, the United States has assumed great responsibilities 
in international affairs. It continues ever to assume further re- 
sponsibilities. 

From July 1, 1946, through June 30, 1951, a 5-year span, the United 
States has, according to very mild estimates, appropriated for foreign 
activities about $20,000,000,000; and has made available in the form 
of loans and commitments to lend perhaps another $10,000,000,000. 
These round figures add up to around $30,000,000,000 or $6,000,000,000 
per normal year since June 30, 1946. 

For the coming fiscal year 1952, it is expected that appropriations 
and expenditures ; for these purposes plus unused contractual authority 
will run considerably above $10,000,000,000. 

Given the world situation, it is reasonable to expect that these ex- 
penditures will continue at a comparable rate over the next period 
of 10 to 20 years. I might add—unfortunately. 

The role of Congress in overseas administration .—In order to dis- 
— this problem in perspective, we must recognize three facts: 

The role of Congress in foreign policy and overseas administra- 

ae has increased in recent years. With the growth of the overseas 

responsibilities of the United States and the dangers to our Nation’s 

survival, national unity and the full participation of the Congress 
he ave become keystones in the conduct of our foreign affairs. 

2. Foreign programs—and policies—are being more and more con- 
Sdnied in relation to their cost and impact on our own economy. The 
conduct of foreign policy is increasingly becoming a matter of appro- 
priations and hence of the Congress. 

3. Our Nation appears to be in the opening phases of a new period 
of broad overseas activities. The Congress should have expert advice 
and a real plan. 

What our overseas policies should be and how they should be organ- 
ized, therefore, are matters of grave importance to the future of “this 
Nation—and to the Congress. 

The Congress has received numerous excellent reports on this mat- 
ter, all of them originating in the Executive branch and all of them 
dealing with portions of this vast problem, usually economic. They 
are fine reports, but the problem is not one of segments, that is, pri- 
marily economic segments. It is a whole problem. It is a matter 
which properly warrants and requires congressional attention. A 
full-dress review of our entire overseas organization has never been 
presented to Congress. A single complete over-all plan for adminis- 
tering our foreign activities has never been submitted to the Congress. 
Congress must not deny itself this review and this plan. 
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Obvious and immediate need for comprehensive study of overseas 
activities —The Hoover Commission found, and it is no secret to any- 
one, that our national problems relating to occupation, military gov- 
ernment, assistance to other nations, and international agreements 
have arisen so rapidly that time has not permitted adequate congres- 
sional—nor executive branch—planning in terms of our total responsi- 
bility abroad. Asa result, we have had confusion and inconsistencies 
of policy and program. Inefliciencies have inevitably followed the 
helter-skelter development of organization and the lack of over-all 
planning. 

Important facts and figures of our overseas operations are now—to 
an extent—only seen by Congress through Executive reports. There 
is an inadequacy of information about our overseas programs and 
how they are conducted. A few of the disquieting facts which are 
known to everyone are set forth in the Hoover Commission reports. 
For example, the reports stated: 


We have never had an agency in the executive branch responsible for general 
policy formation with respect to the Territories ; and if we have a policy at all it 
has been one of “muddling through” and “indifference.” 

In the interdepartmental field there are more than 30 committees concerned 
with economic, social, military, and other aspects of foreign affairs. Of 59 
major departments and agencies in the executive branch, at least 46 are drawn 
into foreign affairs to a greater or lesser extent. Certain units are deeply 
involved. *.* * 

The Department of Army admits it is ill-equipped to deal adequately with 
present day responsibilities of a nonmilitary nature in the occupied areas. It 
is concerned with advising the governments under occupation on problems of 
civil liberties, representative forms of government, democratic procedures, and 
other matters totally unrelated to the Department of the Army’s major purpose, 
and in some instances not even compatible with it. 

Better machinery is badly needed to bring competent and better rounded for- 
eign affairs advice to the President and to force prompt resolution of inter- 
departmental disputes which, if left unsettled at lower levels, may impair the 
foreign relations of United States. 

A tinal complicating factor in present-day governmental organization for the 
conduct of foreign affairs is the looseness and variation in organization of foreign 
affairs activities in the other departments and agencies. Some important de- 
partments have more than one bureau or office involved in foreign affairs but 
have no mechanism whereby the department head is able to coordinate the inter- 
national activities of his own department. This results not only in confusion 
within a particular department but also places an added administrative burden 
upon the State Department which must seek not only to coordinate interdepart- 
mental activity but activity within another department as well. Thus once 
again an important requirement of clear power of command and a clear chain 
of command is reemphasized. 


Some examples: At the time when Wake Island figured prominently 
in the news, few in official Washington were certain ‘which agency had 
cognizance over that island. One industrious reporter found the 
Navy Department, the Interior Department, the State Department, 
the Commerce Department, uncertain as to their responsibilities. It 
was found after much persistency that Wake Island was a respon- 
sibility of the Civil Aeronautics Administration. 

A special report issued by the Joint Committee on Reduction of Non- 
essential Federal Expenditures contains the over-all break down of 
Federal employment outside continental United States. This report 
states that there are almost 200,000 Federal civilian employees in 96 
countries, territories, and other unspecified locations. This is a some- 


what old report; it is not up to date, but it is the latest One available. 
84917513 
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The fact that there isn’t a late one available is perhaps indicative of 
the need right there. 

Senator DworsHak. I think the current figure is about 162,000, Mr. 
McCormick, instead of 200,000, That is according to the Civil Service 
report of March 31 of this year. 

Mr. McCormick. We have included in that, Senator, the Terri- 
tories, which I believe are in a United States flag area, you see, in 
which there are large numbers of employees: and, well, it is an awful 
lot of people. Some of the figures from this somewhat out-of-date 
report are enlightening: 

The Commerce and Interior Departments had more civilian em- 
»)loyees in Alaska than Army, Navy, and Air Force civilians com- 
bined. 

Over 34,000 Federal employees were in the Canal Zone and almost 
28,000 each are in Hawaii and the Philippines; 743 Federal employees 
were in Libya. 

The Federal Works Agency, now a part of General Services, had 
459 employees overseas, the Veterans’ Administration 1,603 employees 
overseas, and the Federal Security Agency had 978 employees over- 
seas in 19 different countries. 

The State Department accounted for only 12,393 of the 193,767 
Federal employees overseas. 

And that includes foreign and the Territories. 

There is also great uncertainty as to the amount of our annual and 
total expenditures on overseas programs since the end of the war. 
Estimates of total foreign aid expended since the end of the war, 
and that includes loans, have been made by various officials, and they 
vary from the $30,000,000,000 estimate which I have accepted for 
purposes of hypothesis to $93,000,000,000. 

To quote you, Senator O’Conor, there is a “shocking and sicken- 
ing story,” relative to the flow of critical materials and machinery 
from western Germany to iron-curtain countries and Red China. 

This is despite Allied control (by the United States High Com- 
missioner) of Germany’s east-west trade. 

Secretary of Commerce Sawyer has informed the House Bank- 
ing and Currency Committee that strategic materials manufactured 
in “plants financed by Marshall-plan funds are going to iron-curtain 
countries. 

When ECA headquarters were established in Paris in 1948, it was 
said that the staff would number no more than 50. In September 1950, 
there were 554 Americans and 702 non-Americans on the staff. This 
included two ambassadors who received $25,000 and $17,500 per year 
respectively. It included 14 jobs which paid $12,000 a year, 40 jobs 
which paid $10,330, and 18 jobs which paid $9,150. All of these jobs 
also carried a generous living allowance (tax-free). 

In summary, on the examples, our only comment is that the growth 
of many of our overseas agencies has lacked central supervision from 
the executive branch or from the Congress. 

Congress should have complete information upon which to reorgan- 
ize our overseas activities: 

Any satisfactory reorganization of our overseas activities must be 
based on all facts of our experience. At this time, Congress does not 
have available in one place all those facts and an evaluation of them. 
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There has been no satisfactory study made. Studies which have been 
conducted by the executive branch or a Commission of the executive 
branch have failed to measure up to the mark for three reasons: 

(1) They have not involved the participation of the Congress. 

(2) They have dwelt primarily on policy. 

(3) They have been economic for the most part. 

Within the past 2 years, four major studies have been made on this 
problem : 

1. The House Expenditures Committee sent a select committee to 
study our activities in the various parts of the world—to Europe, the 
Far East, and elsewhere. No reports were approved or published by 
the committee as a result of these investigations by its members and 
staff, 

2. The President appointed Gordon Gray, former Secretary of the 
Army, as a Special Assistant to himself, in March 31, 1950, to study 
and recommended to him a possible course in our foreign economic poli- 
cies and programs. Mr. Gray submitted his excellent “Report to the 
President on Foreign Economic Policies,’ popularly known as the 
Gray report, on November 10, 1950. Mr. Gray’s report is concerned 
almost. completely with economic policy matters and deals only inci- 
dentally with problems of organization and administration (three 
pages only). Moreover, the analysis and recommendations in this 
report represent Mr. Gray’s own considered judgment. This report 
does not necessarily represent the views of other officials in the execu- 
tive branch. 

3. Two weeks after submission of the Gray report, the President 
requested Mr. Nelson Rockefeller, Chairman of his Advisory Board 
on International Development, to study our policies in relation to 
the underdeveloped areas of the world. Mr. Rockefeller and his 
committee submitted a splendid report to the President on March 7, 
1951, entitled “Partners in Progress.” This 4-month study addressed 
itself specifically to ways and means of developing the President’s 
point 4 program ; in other words, it was economic. 

This report again covers only one part of a very large overseas 
problem. 

4. The Bureau of the Budget has contracted with the Brookings 
Institution to make a study of overseas operations with particular 
emphasis on the State Department’s role in those operations. While 
this study was due some 60 days ago, it has not been released. We 
cannot, therefore, comment upon it except to say, first, that it was not 
prepared for the Congress and, second, that as we understand it, this 
report will not be all-embracing. 

All the studies and reports made to date do point to the need for a 
down-to-earth, bipartisan, joint legislative-executive investigation of 
the whole picture. Such an approach is imperative if Congress is 
to legislate satisfactorily, and if the Congress and the public are to 
have confidence in the organization and administration of our vast 
overseas program. 

What S. 1166 would do—This bill would set up a Commission, 
similar to the 12-man Hoover Commission and the British “Royal 
Commissions.” It would be composed of four Members of the Senate 
appointed by the President of the Senate; four Members of the House 
of Representatives appointed by the Speaker: and four members of 
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the executive branch appointed by the President. This Commission 
and its staff would be authorized and directed to study the admin- 
istration of the many overseas activities of the Federal Government 
with a view to making recommendations for the coordination and 
integration of such activities to the Congress. This Commission, like 
the Hoover Commission, would be concerned primarily with 
organization. 

The Commission would complete its study and make a report of its 
findings and recommendations to the Congress not later than March 
1, 1955. It would cease to exist on April 1, 1953, a date which may 
be too far away—a question I leave to your judgment. 

The commission would be authorized to secure any information it 
might need directly from any executive department or unit for the 
purpose of this act. Executive branch agencies would be directed to 
furnish such information, suggestions, estimates, and statistics as 
requested by the chairman or the vice chairman directly to the 
Commission. 

The Commission, or any members, would be authorized to hold 
hearings and take testimony at such places and times as a majority 
of the Commission may deem advisable. 

S. 1166 embodies a specific Hoover Commission recommendation : 
In its Report on Overseas Administration submitted to the Congress 
on March 25, 1949, the Hoover Commission stated : 

We are making no definite recommendation for reorganization (in overseas 
administration) since we feel that this complicated problem requires further 
detailed study before any definite conclusion can be reached. 

The Commission, therefore, recommends that the Congress direct a compre- 


hensive study to be made of the entire problem of overseas operation and 
administration. 


It mentioned the National Security Council in this connection, but 
did not specifically so recommend. Our committee believes this is a 
matter touching many fields beyond the purview of that Council. I 
will just give you one example, that the National Security Council 
has practically nothing to do with Territories, and yet there are large 
Federal expenditures and large numbers of persons living in those 
Territories. We believe that this is a matter for joint study by the 
Congress and the executive branch. 

Congress should direct and participate in the study.—This recom- 
mendation and the principles enunciated by the Commission in its 
report on foreign affairs make clear to us the Hoover Commission’s 
concern that (1) the Congress direct this study of the organization 
of overseas activities; and (2) that the findings of this impartial 
objective study be submitted to Congress for its: consideration and 
action. 

As your committee’s excellent memorandum on S. 1166 points out, 
the Congress has a vital and certainly an equal interest with the execu- 
tive branch in the administration of these functions. It would appear 
that the Congress can best participate in these matters through an 
independent. bipartisan commission of the character to be established 
by this bill, with our suggested amendments. 

This bill would represent the first comprehensive joint legislative- 
executive branch study of our vast overseas activities. The fact that 
the legislative branch must participate in the conduct of our over- 
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seas operations is repeatedly emphasized in the Hoover Commission’s 
report on foreign affairs. For example, it states: 

Finally, congressional participation in the conduct of foreign affairs has been 
particularly evident in the enhancement of the role of the House of Representa- 
tives in connection with appropriation for foreign programs, * * * 

That certainly could be stated for the Senate also. 


As a consequence, the solution of today’s (foreign affairs) problems require 
joint legislative-executive cooperation on a scale heretofore unknown in Ameri- 
ean history. 

Your approval of S. 1166 urged —Y our committee is urged, there- 
fore, to act favorably on this bill, as you did in the last Congress. 
The need for such a study has become greater and more clear since that 
time. 

We urge that you consider carefully the reporting date; perhaps 
it is too far off. 

We recommend an amendment to the effect that the commission be 
bipartisan. The value and public acceptance of the Hoover Commis- 
sion is to a great extent due to its bipartisan membership. 

We also recommend that the commission be appointed half from the 
Government and half from among private citizens, as was the Hoover 
Commission. The exact formula used in the case of the Hoover Com- 
mission has proven itself. 

The approval of this bill and the creation of a bipartisan legislative- 
executive commisson to look into our overseas operations will help in 
obtaining the confidence of citizens that our foreign programs are 
being administered as well as possible. 

On the grounds that Congress has vital interest and equal respon- 
sibility in the careful and prudent administration of our costly over- 
seas activities, we strongly recommend that your committee approve 
this bill. 

Thank you. 

Senator O’Conor. Now, Mr. McCormick, you made mention of the 
fact that the reporting date might be changed. It is given, of course, 
as March 1, 1953. What date would you think would be preferable ¢ 

Mr. McCormick. My colleague, Mr. Latimer, has a date. I don’t 
recall. Might he give that, sir f 

Senator O’Conor. All right. He will follow you. 

The only other matter that I thought of asking you about is that 
it was indicated that the Brookings Institution report might not be 
all-inclusive. Is there anything that you can say on that without 
divulging anything of a confidential nature that you may not wish 
to touch on? 

Mr. McCormick. No, sir. All I know is that one phase is that our 
own Territories and possessions are, as I understand it, not covered 
by that report. And that is a pretty big item. 

Senator O'Conor. Yes. Senator Dworshak? 

Senator DworsHix. Mr. McCormick, you do not approve of the 
proposal, then, to create a commission of four members appointed 
from the House, four from the Senate, and four from the executive 
branch ? 

Mr. McCormick. I would follow the formula of the Hoover Com- 
mission, the detail of which I should like to set forth for the record. 
We think that worked pretty well the only time it has been tried. 
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(The material referred to follows :) 


MEMBERSHIP FORMULA CREATING THE HOOVER COMMISSION 
[Public Law 162, 80th Cong. : ch. 207. Ist sess. : H. R. 775] 


AN ACT For the establishment of the Commission on Organization of the Executive 
Branch of the Government 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, * * *. 


MEMBERSHIP OF THE COM MISSION 


Sec. 3. (a) NUMBER AND APPOINTMENT.—The Commission shall be composed of 
twelve members, as follows: 

(1) Four appointed by the President of the United States, two from the 
perry branch of the Government and two from private life ; 

2) Four appointed by the President pro tempore of the Senate, two from 
the § Senate and two from private life; and 

(3) Four appointed by the Speaker of the House of Representatives, two 
from the House of Representatives and two from private life. 

(b) PotiricaL A¥FILIATION.—Of each class of two members mentioned in sub- 
section (a), not more than one member shall be from each of the two major 
political parties. 

(c) Vacancres.—Any vacancy in the Commission shall not affect its powers, 
but shall be filled in the same manner in which the original appointment was 
made. 


ORGANIZATION OF THE COMMISSION 


Sec. 4. The Commission shall elect a Chairman and a Vice Chairman from 
among its members. 


QUORUM 


Sec. 5. Seven members of the Commission shall constitute a quorum. 


a * * * * » 7 


Senator Dworsuak. Do you not think that the procedure of provid- 
ing appropriations through one blank- check sum is largely responsible 
for the failure to have details concerning foreign operations? 

Mr. McCormick. I cannot comment on that precisely, Senator, ex- 
cept to say that again and again in the past 10 years a tremendous 
batch of papers is ‘thrust. on the Congress, and it is pointed out very 
clearly that there is a complete emergency in this foreign matter, and 
the Congress has no standards to judge this matter. So, for the most 
part, the money grants have been made in very broad terms, because 
Congress lacked an independent group to set up a standard by which 
it could measure the administration. 

Senator Dworsuak. You do not have any real hope that the Brook- 
ings report will provide the necessary information and data? 

Mr. McCormick. U nfortunately, Senator, I can’t comment. I 
might say that the fact that the report has not been available, although 
it has been written for some time, is a fairly good example of why we 
think the Congress ought to have its own study, if you follow me. 

Senator DworstaK. Do you think Congress will be able to take 
some forthright action if a comprehensive report is made available? 

Mr. McCormick. I can’t say, sir. I haven’t seen it. 

Senator Dworsnax. Not only on Brookings, but I am refer ring 
more to this proposed study. How do we know that Congress is in 
sympathy with curtailing operations abroad ? 

Mr. McCormick. As to this study, I think that a great deal, sir, 
would depend upon the composition of the Commission. I would 
think that if the Commission were composed of eminent and distin- 
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guished citizens, as was the Hoover Commission, and as are the 
British Royal Commissions, Congress would have a good blueprint, 
and Congress would, provided it came under auspices of that sort, 
act favorably upon the motion. That has been our experience. 

Senator Dworsuak. To be more specific, on page 5, you referred to 
the fact that when ECA headquarters were established in Paris in 
1948 it was said that the staff would number no more than 50, but 
actually in September 1950 there were 554 Americans, 702 non-Ameri- 
‘ans, including many high-salaried jobs. Well, this information is 
availablé to Congress. Congress does not seem to care much. 

Mr. McCormick. It is not available in one place for the whole pic- 
ture. For example, when the Byrd committee put out its report about 
September of last year, I think it was, on where these Federal em- 
ployees were located, that figure was not available. I was interested 
in checking to find the numbers of Federal employees in preparing this 
testimony, in various countries, and I checked with the staff of the 
Byrd committee, and they said that they had a terrible time getting 
it. They had to write to each agency individually. 

I will give you one example. I talked to an ambassador or min- 
ister to a small country in regard to this matter some months ago, 
and he said that he had attached to him at that time a Navy attaché 
an Army attaché, an Air attaché. He had a Petroleum attaché, 
and he had a Public Health attaché. He had a Commerce attaché, 
a Treasury attaché, and an Intelligence attaché. All were reporting 
back to different places in Washington. And probably in no one 
place in Washington could you have said who were the attachés for 
Minister X. I mean, that is your problem. It is uncoordinated. 

Senator O’Conor. Mr. McCormick, the statement you make as to 
the composition of the Commission—that is in accordance with the 
Hoover Commission set-up; is it not? 

Mr. McCormick. Exactly. 

Senator O’Conor. All right. Is there anything further that you 
rare to add, Mr. McCormick ? 

Mr. McCormick. No, sir. 

Senator O’Conor. Thank you very much. 

Mr. McCormick. Thank you. 

Senator O’Conor. We would now like to hear from Mr. George A. 
Latimer. 

Your full name is George A. Latimer; is it not ? 





STATEMENT OF GEORGE A. LATIMER, MANAGER, ORGANIZATION 
DEPARTMENT, THE CALIFORNIA CO., NEW ORLEANS, LA., 
FORMER MEMBER OF TASK FORCE STAFF ON FOREIGN AFFAIRS, 
HOOVER COMMISSION, SPECIALIZING IN INTERDEPARTMENTAL 
STUDIES AND ORGANIZATIONAL MANAGEMENT OF FOREIGN 
AFFAIRS 


Mr. Latimer. Yes, sir. 

Senator O’Conor. And you are manager, organization department 
of the California Co. of New Orleans? 

Mr. Latimer. Yes, sir. 

Senator O’Conor. And you were a member of the task-force staff 
on foreign affairs of the Hoover Commission ? 
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Mr. Larimer. Yes, sir. 

Senator O’Conor. Specializing in interdepartmental studies and 
‘ganizational management of foreign affairs? 

Mr. Latimer. Yes, sir. 

Senator O’Conor. Would you tell us whether you were engaged 
over the entire period, or just what length of time you devoted to ‘the 
consideration of those matters ¢ 

Mr. Larmer. I spent, during the summer of 1948, 103 hectic days, 
night and day, on the interdepartmental aspects of foreign affairs. 
Prior thereto, incidentally, as Faiaeaned. I had been somewhat fa- 
miliar with the problem as a result of service in Europe during the 
war, particularly involved in the occupation as head of General ¢ ‘lay’ s 
organization and manpower staff section in Berlin, immediately at 
the end of the war. And as further bac kground, which stimulated 
my lasting interest in this vital subject, I “lived in South America, 
prior to entry into the service, where I worked with a subsidiary of 
the Standard Oil Co. of California. 

Since the Hoover study, I have again gone down to South America 
and worked in the oil industry, and more rec ently have worked on the 
staff of the International Development Advisory Board in connec- 
tion with its recent report to the President—Partners in Progress. 

If I may just ramble on a little, without taking too much of your 
time, my statement is informal. 

Senator O’Conor. Go ahead, sir. 

Mr. Larimer. First, I appreciate very much the opportunity af- 
forded me to express a view on S. 1166. 

My first reaction on reading the draft legislation was to question 
whether or not such a study was necessary. In my own thinking, I 
felt it was justified from the standpoint that—during the last decade, 
and probably, as mentioned by Mr. McCormick, into the future for 
like or longer period—the size, complexity, and varied nature of our 
foreign operations will persist. We have, I concluded, a sizable 
problem, which alone does not necessarily justify the study, but which 
does indicate, as you and the committee are well aware, a complex 
and continuing problem. 

My second thought in considering this matter was whether or not 
we were presently—we” meaning the United States—satisfactorily 
organized to accomplish our objectives abroad. These ested are 
the basis of the several programs which we have oversea 

As you are aware, the programs that have been in effect during the 
1940’s and now into the 1950’s have developed almost on a crisis basis. 

As one ends, another crisis or void appears, and a new program is 
stated as necessary to fill that void and to further our purposes. 

‘ach of those programs has brought with it a new organization and 
the necessity for the development of personnel to man the program. 
There hasn’t been a continuity. The growth of our foreign operations 
appears to be like the growth of an unplanned structure, a lean-to 
added here and there, ‘which would also indicate the probable de- 
sirability of the study envisaged in the proposed legislation. 

Of course, I am aware that a number of or ganization studies have 
been made. So, perhaps another study might not be necessary. But, 
as indicated by an earlier witness, these studies, which by some are 
considered as being able to satisfy the need of a comprehensive study 
as proposed here, although in themselves quite excellent, were not de- 
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signed to fill the same purpose as was recommended by the Hoover 
Commission. The Gray report essentially was addressed to our for- 
eign economic policies and programs. The Hoover Commission recom- 
mendation, of course, is somewhat broader. It concerns all foreign 
operations. As tothe report Partners in Progress of the Intern: ational 
Development Advisory Board, the assignment given the Board was 
to determine the size and type of economic development programs 
needed. It too, therefore, was not as broad as the Hoover Commission 
thought necessary. 

The Brookings Institution study which the Bureau of the Budget 
has contracted for, I have not as yet seen. Undoubtedly it is a com- 
plete, workmanlike job. And I think all three of these reports can 
be very valuable in any study of this persisting problem of foreign 
operations. 

I quite agree with a basic principle included in the Hoover report: 
that the top executive of an organization should be permitted con- 
siderable freedom in developing the administrative organization 
which is necessary to carry out the program which Congress has ap- 
proved. But I think in this particular instance we are considering 
more the broad outlines of the over-all organization which is neces- 
sary and not the detailed organization of administration that is needed 
to carry out any.one or more of the numerous programs. Hence I 
don’t think that you would be acting contrary, by the creation of this 
Commission, to that broad prince iple of allowing considerable execu- 
tive freedom in administration. 

One of the problems, I feel, which makes the Bureau of the Budget’s 
work in organization (as the organization specialists in the executive 
branch) very difficult is the fact that organization becomes a very 
personal matter when it involves units of a going organization. The 
normal reaction in industry, as well as Government, is to look at 
organization suggestions very impersonally, logically, and soundly 
if you are not affected. If you are, then it becomes a personal matter, 
and there are then a number of excuses why the most clear-cut, rea- 
sonable organization is impractical. I think that within the execu- 
tive branch it would be difficult for anybody or any unit to reach 
anything but a compromise on organization. It seems to me that 
the easiest solution to arrive at is the status quo, because nobody is 
forced to change and get out of what is, in a sense, their present rut. 

For those general reasons, I think it is very difficult for a study 
of this broad nature to be made within the executive branch alone. 
And I do think that, as proposed in this bill, the Congress, as rep- 
resentative of the shareholders or the taxpayers, is probably in a 
better position to carry out this basic study than would be the executive 
branch. 

Such a study should look pretty far down the road. Some of the 

sarlier studies have been more concerned with the immediate problem 
of the next few years. A study looking a little further down the road, 
I think, is very desirable, and I am inclined to feel that probably nu 
more impartial, complete analytical job would come out of the Com- 
mission proposed in 8. 1166 than in any other way. 

I have several minor suggestions on the draft bill. 

Senator O’Conor. I wanted to ask you specifically with regard to 
the reporting date, if you have that. 
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Mr. Latimer. That is one of them. I think March 1, 1953, as 
included in S. 1166, is a little too far away. I would suggest probably 
something shorter, maybe a year from the time of passage of the legis- 
lation, perhaps, say June of 1952. And my reason for that is that 
the members of the Commission w ill undoubtedly, as the bill author- 
izes, have a staff; and it is rather difficult, I would think, based on 
the experience from these previous studies, to obtain qualified staff 
people for too long a period of time. I think well qualified staff 
assistants can be obts ained for a one-time study such as this is for 
a period of, say, up to6 months To retain them much longer sets 
their normal careers and is hence a little impractical. The reason 
for a year’s total time would be to provide time to organize the staff 
and work out your program and budget and polish up the report after 
the staff work is done. 

The second point I had, suggestion possibly, on the legislation as 
now drafted, has already been covered. I also thought it might be 
more effective if the Commission were bipartisan. This was indicated 
as an oversight earlier, and you have covered it. 

The final suggestion was the one which occurred to me as I read 
the draft bill: how much will it cost? That, incidentally, is what 
my boss is always asking me; and I am getting the habit too. I think 
the cost, as a percent of the amount of money we are spending in 
these overseas operations, is going to be very, very minor, but I do 
think that from a practical standpoint some general figure should be 
included in the bill, some goal to shoot at. I do not know whether that 
is normally included in such legislation or would come along in an 
appropriation act, but I did think I would mention it. 

As you can see, I believe the proposed study is desirable, and I 
therefore personally very strongly recommend the passage of the pro- 
posed bill, S. 1166. 

I would again like to thank you for having had the opportunity to 
come up here and ramble on. 

Senator O’Conor. We are very much obliged to you, sir, for doing 
So. 

Senator Dworshak ? 

Senator DworsHax. How much time did you spend abroad, in Eu- 
rope and South America, Mr. Latimer? 

Mr. Larimer. A year and a half before the war in South America; 
10 months in the occupation immediately at the close of the war; a 
year and a half again in South America subsequent thereto, after I got 
out of the service. 

Senator Dworsnak. Your activities embrace such a period that you 
think you are qualified to make an observation as to whether the spend- 
ing of these billions abroad by the United States Government has in 
any way improved our relations and enhanced our prestige with these 
countries who are the beneficiaries of this largesse ¢ 

Mr. Later. If I may answer that in a general way, I think that 
the United States, as the greatest power in the world, will be required 
to have responsibilities involving foreign operations for as far as I 

‘an see into the future. Whether or not all of these operations, re- 
gardless of how well administered, will always appear to improve our 
relations immediately, I can’t say. I think many of them have thus 
far materially strengthened our world-wide support from our allies. 

Senator Dworsnax. How recently were you in South America? 
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Mr. Lariwer. I returned January 19, 1950. 

Senator Dworsuax. Do you recall recently when the Ministers of 
the Latin American countries met in Washington for a conference that 
the newspaper reports stated there was w idespread dissatisfaction if 
not actual il-feeling toward the United States on the part of these 
representatives of South American countries, because they allegedly 
claimed our Government had been spending more money and giving 
greater consideration to countries in Europe than to our neighbors 
in South America ¢ 

Mr. Larimer. Yes, sir. I followed those sessions very closely. 

Senator DworsnaKk. What was your reaction to that report 

Mr. Larimer. My reactions have mellowed a little. A few years ago, 
1 thought our overseas efforts should be appreciated more greatly. I 
have mellowed in the sense that I think it is not natural to expect 
a lot of gratitude. But I am quite concerned with that problem, and 
the International Development Advisory Board was too, from the 
standpoint (which gets back into or ganization )- that under the organ- 
ization at present, TCA is handling South America and ECA the 
rest of the world, and we are creating the problem which you men- 
tioned right there. South America, which is geographically and eco- 
nomically very close to us, feels as a result of the present organiza- 
tion set-up that our primary interest is elsewhere in the world. For 
that reason among others, the International Development Advisory 
Board recommended that an organization consolidation be made, in 
which we would not apparently treat South America as incidental to 
our basic long-run interests. 

Senator Dworsuak. Then you do realize that to some extent, after 
spending a minimum of 30 billions abroad since the end of hostilities 
in World War II, the realistic situation is likely that we have fewer 
friends abong nations in Europe and South America than we had prior 
to the spending of that money. Can you comment on that briefly ? 
You said you are taking a more mellow attitude. Of course, the spend- 
ing of this money primarily is to rehabilitate those countrtes which 
suffered from devastation and destruction in World War II, to demon- 
strate our participation in leadership, to strengthen theae countries 
as potential allies, and all that. But you say you think we are getting 
farther away from our original objective. ‘Then what are we ac- 
complishing through this program ? 

Mr. Larimer. I don’t think that we are carrying forward these 
programs for the purpose of obtaining gratitude. I think we are and 
we should be carrying out such programs as we believe necessary for 
our own advantage. 

Senator DworsHak. That may be true, but if there is a lack of 
gratitude, in what other manner, for instance, would South Amer- 
ican countries indicate that they are more closely related to us in the 
hemispheric defense? If they lack gratitude, in what other way 
will they demonstrate the effectiveness of this program ? 

Mr. Latimer. I think their lack of gratitude or their evidence of 
lack of gratitude is, in a sense, salesmanship. They would like to get 

reater assistance. They feel the need is there, and they feel that they 
eas to emphasize to us their importance to us. I think that it is very 
difficult to analytically indicate the level of our friendship and how 
sincere and lasting that friendship will be, by any scale. And I don’t 
think that we can “judge it by the comments of interested parties. 
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Senator DworsHax. You do feel, then, finally, that in the expend- 
iture of this money and in the extensive public relations organiza- 
tions, particularly in South America, we are building up prestige and 
strengthening the cooperative aspects of military defense so far as 
the countries in South America are concerned ¢ 

Mr. Latimer. Yes, sir. 

Senator Dworksnak. That is all. I would like to take time, Mr. 
Chairman, to go into some of these things, because I think it is most 
important, but in view of the lack of time I will not do so. 

Senator O’Conor. Just one question, Mr. Latimer, Mr. McCormick 
mentioned that as conditions now appear, and, of course, assuming the 
continuation, at least for some appreciable period, of present-day con- 
ditions, we more or less would be committed to expend at a some- 
what comparable rate for about 10 to 20 years. Would that be in 
accordance with your thinking ¢ 

Mr. Latimer. I am not an economist, and I would hesitate to fore- 
cast what our rate of expenditure abroad will be. I, of course, as you 
do, hope that this terrific drain on the taxpayers will not be necessary 
indefinitely. Perhaps there are alternatives. Perhaps we can do more 
through pr a investment, and so on. 

However, I do feel that there probably will continue to be United 
States Government programs overseas of one type or another. And 
whatever we spend, regardless of the size of it, if it is anywhere 
near the magnitude it has been running for the past years, I believe 
Congress should assure itself that the United States is efficiently 
reaching its objectives and effectively using what foreign activities 
Congress does authorize. 

Senator O’Conor. All right. Mr. Latimer, we are very much 
obliged to you indeed. 

Mr. Latrmer. Thank you, sir. 

Senator O’Conor. Mr. Louis Koenig / 

Mr. Koenig, just for the record, your residence is New York City / 


STATEMENT OF LOUIS W. KOENIG, PROFESSOR OF GOVERNMENT, 
NEW YORK UNIVERSITY, FORMER MEMBER OF STAFF OF TASK 
FORCE ON FOREIGN AFFAIRS, HOOVER COMMISSION 


Mr. Kornig. New York City. 

Senator O'Conor. You are professor of government at the New 
York University, and you were formerly a member of the staff of the 
task force of the Hoover Commission, the task force on foreign affairs ? 

Mr. Koenta. Yes, sir. 

Senator O’Conor. Now, we would welcome your views. We greatly 
appreciate your coming, and we would ask that you approach the 
discussion in any way you desire, so as to give us the benefit of any 
recommendations that you might have. 

Mr. Kornie. Mr. Chairman, I think the views expressed by Mr. 
McCormick and Mr. Latimer are certainly in accord with the views 
which I have on this proposed legislation. I want to say also that I 
support the amendments which they have suggested with reference to 
the bipartisan nature of the Commission. 

Senator O’Conor. I just threw that in, and there is no need to 
elaborate on it. I did so only because I feel it would be the unanimous 
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view of all that that would be done, because it has been that way right 
through. 

Mr. Koenic. Yes, sir. 

With respect to the bases of the legislation, 1 feel just as Mr. Latimer 
and Mr. McCormick have felt as to the magnitude of our overseas 
program, both in expenditure and in its importance for the suecess of 
our foreign policy, and the fact that it is subject to constant change. 
I dare say many of the elements of that problem are quite different 
at the present time from when we considered it two or three years ago 
in the Hoover Commission task force. The fact is that all of this 
has been thrust suddenly upon us, and the prospect is that the United 
States is going to be continuously engaged in this overseas operation ; 
which elevates this problem, I think, to one of utmost concern so far 
as policy making by Congress and the Executive are concerned. 

As the spe: akers before me have indicated, the greatest respect cer- 
tainly is due to the various studies that we have had made recently of 
these matters. I labor under the difficulty of not having seen the 
Brookings study, although, knowing the staff which was involved, I 
have the greatest respect for their work, and I am sure that the study 
will be a very commendable one. 

However, I am faced, in my thinking, with this difficulty: that: we 
have a matter here in which Congress : and the public are both extremely 
concerned. 

With reference to Congress, of course, in‘its legislation, it becomes 
concerned with the administrative organization of our overseas activi- 
ties. If we look back to the history of the Marshall plan, for instance, 
we know that Congress made some important amendmem: ‘n the 
administrative organization for the Marshall plan program, as that 
organization was “originally proposed by the Executive. Likewise, 
too, of course, in its appropriations Congress has the opportunity and 
often exercises it of making rearrangements in administrative organ- 
ization of overseas activities. Likewise, too, I heard some data re- 
cently which indicates quite clearly the increasing degree in which 
Congressmen are traveling abroad to become directly acquainted them- 
selves with conditions overseas. 

That being the case, of an alive extensive interest on the part of 
Congress, an interest which has made itself. quite effectively felt 
through the usual powers of Congress, it seems to me, then, that this 
lack in all of our extant studies of direct congressional participation 
is a serious lack, and that the primary virtue that I see in the measure 
before us is that that lack will be overcome. And likewise, of course, 
the amendment that there be outside-of-government representation 
on this Commission helps to safeguard various kinds of interests for 
the public, which certainly are involved in this legislation. So that 
on this reasoning, therefore, I come to the conclusion that such of our 
previous studies as we have, however excellent they may be in their 
make-up, have the difficulty that they do not provide for congressional 
participation. 

If this study here proposed is undertaken, there are several] ome 
that I would like to stress. One, of course, is that as short a time a 
pores be spent on this study. And I think Mr. Latimer’s rem: sail 

certainly would subscribe to. Secondly, so far as possible, this 
study should utilize the materials which have already been accumu- 
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lated by outstanding studies. In other words, there should be no 
going over of the same ground, so to speak. And probably the chief 
means to avoid going over the same ground would be a broad gage 
approach, which I think is suggested i in Mr. Latimer’s remarks, and 
which this study might very well undertake. 

These, I think, would comprise my main remarks in this matter. 
Senator O’Conor. Now, Mr. Koenig, we would have great reliance 
on your recommendation and welcome it. in regard, for example, to 
the reporting date, which might be a rather important consideration. 
I wonder if you would have any further view to express on that? It 

is set here, as you know, as March 1, 1953. 

Mr. Koenic. Yes. I rather like the suggestion Mr. Latimer made, 
in other words, approximately a year after the legislation itself be- 
comes effective. I think it would be pretty difficult to have a shorter 
ae , knowing how these studies have to operate, and in view of the 

road gage nature of this program. 

Senator Dworsuak. Mr. Koenig, you served as a member of the 
task force on foreign affairs of the Hoover Commission ? 

Mr. Koenie. Yes, sir. 

Senator Dworsuak. How much time have you spent in Europe or 
elsewhere abroad ? 

Mr. Koenre. I have not been abroad. 

Senator DworsHak. Upon what basis were you selected to serve 
on that staff? ; 

Mr. Koenig. My work with the foreign affairs task force was de- 
voted to twothings. First, there was the preparation of a monograph 
on the President’s role in foreign affairs; and in that connection, my 

“ademic research had been along those lines. 

In 1944, I published a book, The Presidency and the Crisis, which 
covered the Presidency during the last war, before we were in it but 
while the war was on. That was the basis for the Hoover Commission 
study, I suppose. 

Senator DworsHak. Because of these studies, do you think that you 
are qualified at this time to make any comment as to the eflicacy of 
some of these spending programs in Europe, for instance, carried on 
since the end of World War II? 

Mr. Koenia. I would-_hesitate to make any comment. That is, since 
I have not been directly engaged in a study of those programs them- 
selves, I would not be in a position to comment on that. 

Senator Dworsnak. Your information and knowledge are based 
primarily, then, on reading reports from others who ‘have visited 
Europe? 

Mr. Korente. Well, one other thing I might say, there, is that again 
on the Hoover Commission task-force w ork, I also prepared a mono- 
graph on British practices in interdepartmental coordination, which 
was based upon interviews with British officials in the Washington 
area and also in research on House of Commons hearings. 

Senator Dworsuak. In that connection, Mr. Koenig, did you find 
any plausible explanation in your mind as to the failure of Great 
Britain and the Commonwealth nations to cooperate fully with the 
United States? For instance, at the Torquay Conference held re- 
cently in England, when Britain and the other Commonwealth nations 
refused to participate because of the sterling-bloc basis, have you any 
comment on that? 
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Mr. Koenig. No; I have no comment. The basis of the work that 
I have referred to was strictly in terms of the machinery of organiza- 
tion, in other words, how the various British departments organize 
themselves for the purpose. 

Senator Dworsuak. You are not particularly concerned, then, with 
the results that have been obtained. It is merely the machinery. 

Mr. Kornta. The machinery and procedures; not the policies. 

Senator O’Conor. Thank you very much, Mr. Koenig. We are 
obliged to you for your help. 

Mr. Korenie. Thank you, sir. 

Senator O’Conor. Mr. Wallace J. Parks? 

Mr. Parks, you were a consultant to the task force on foreign af- 
fairs of the Hoover Commission; were you not, sir? 


STATEMENT OF WALLACE J. PARKS, BALTIMORE, MD., FORMERLY 
CONSULTANT TO TASK FORCE ON FOREIGN AFFAIRS, HOOVER 
COMMISSION 


Mr. Parks. Yes, sir. Before that, I had been a consultant on or- 
ganizational problems with the Herter committee for 9 months, and 
my participation in the Hoover Commission task force grew out of 
that experience. 

Senator O’Conor. The particular task force was on foreign affairs ? 

Mr. Parks. Yes. 

Senator O’Conor. Now, would you, Mr. Parks, be good enough to 
give us the benefit of your views in respect to legislation on any re- 
Jated matters that you think touch on it? 

Mr. Parks. Senator, I am in the position of the fourth witness, 
and I associate myself by and large with many of the things that have 
been said, and I do not wish to be repetitious. I will therefore at- 
tempt not to be so. 

I would like to make one statement by way of qualifying myself— 
or disqualifying myself. I did serve for 2 years overseas, 1944 to “46, 
in French civil affairs and German military government, ending up 
in Berlin on General Clay’s immediate staff—with Mr. Latimer, I 
might add. Subsequent to that I have worked in the Bureau of the 
Budget on overseas activities, but not overseas. I would like to ad- 
dress myself primarily to the Washington organization for overseas 
activities. 

Senator DworsHak. Pardon me, Mr. Chairman. 

At this point, can you tell me what you are currently doing? 

Mr. Parks. I have just published this book, which came out this 
month, United States Administration of Its International Economic 
Affairs. 

Senator DworsHak. Are you employed by the Federal Government 
in any capacity ? 

Mr. Parks. I am not employed by the Federal Government in any 
‘apacity at the present time. 

Senator Dworsuak. Have you ever been ? 

Mr. Parks. I was in the United States Bureau of the Budget from 
1946 to 1947, working on overseas activities, and before that with the 
Munitions Board and the Department of Agriculture. 

I would like to say that the present organization of the executive 
branch for overseas and foreign activities must be considered, as has 
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already been pointed out, against the exacting requirements. placed 
on United States national administration as a result of our new posi- 
tion in world affairs. I do not wish to comment on policy. The poli- 
cies will change. The scope of the operations will change. But I 
think it evident that we are committed to an involvement with the 
affairs of other countries, which comprise overseas activities, for a 
long time, with or without a third world war. 

I am not qualified to comment on the details of expenditures. I 
assume, however, that to the extent that our Washington organization 
is designed to intelligently frame long-run policies and carry them 
out over a broad front and a broad range of activities from aviation 
to children’s relief, to the extent that they are consistent, that they 
supplement each other, to the extent that there flows from them a 
common purpose, our national purposes will be that much better 
achieved. 

I do not wish to broaden the scope of the problem before this com- 
mittee any more than the facts of the situation require. However, I 
would like to point out that, organizationally speaking, the admin- 
istration of the overseas activities of the Government must be closely 
related to: 

1) United States participation in international organizations; 

(2) The general conduct of foreign affairs; 

(3) The administration of many domestic-type programs which 
are directly or indirectly related to the “overseas activities.” 

Senator O’Conor, in his recent inquiry on export control, ran into 
many indications of that. Our agricultural programs have repercus- 
sions abroad. We do not wish to develop industries in foreign 
countries by technical assistance if there is no export market for their 
products in the United States, if that has been considered as one of 
the factors in developing that industry. 

Consequently, the inquiry proposed for the Commission on Overseas 
Administration might very properly be broadened to include the entire 
range of executive branch’ organization for foreign affairs administra- 
tion. It is along these lines that I believe the proposed project could 
make the maximum contribution to good government. 

I have a comment in my prepared statement, which I don’t believe I 
will make, to the effect that there is a problem, if that is done, in 
separating organizational issues from policy issues and especially high- 
policy issues of a domestic political nature. I think it is possible to 
do that. 

I have listed some of the new demands placed upon national admin- 
istration and some of the difficulties that recently have been experi- 
enced in the international economic field on pages 10 to 17 of my 
book. Later I shall allude to some of these difficulties in their 
immediate setting. 

In this connection I'd like to quote from United States Administra- 
tion of Its International Economic Affairs (Johns Hopkins Press, 
May 1951), chapter XI: 

The impact of the United States on foreign countries is determined more by 
the results of its attions, as they are registered abroad, than by the intentions 
of responsible statesmen and officials. * * *. Of particular significance is 
the fact that the results of national administration now are registered in large 
part abroad in national security terms rather than at home in terms of the 
votes of constituents. * * * We, as a nation, are now putting a large 
part of our national effort into programs that are foreign in orientation. This 
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requires that we give consideration not only to votes in the United Nations but 
also to developing military, economic, and moral support abroad for the preserva- 
tion and enlargement of human freedom. 

The second point I wish to make is that the remedies that are 
required are rather fundamental and far reaching. In my opinion, 
however, there is no need for any changes in the written Constitu- 
tion. The traditional patterns and forms of national administration 
were not designed for a government occupying the position of a 
leader in a world-wide association of nations. In addition to specifi- 

‘ally international programs; much of what we call domestic policy 
and administration now projects outward. It is essential that meth- 
ods be developed for harmonizing domestic and foreign considera- 
tions in the processes of national administration. It is also necessary 
that we be equipped to deal responsibly, flexibly, and sometimes 
rapidly with foreign governments over a vast range of issues and 
operations. 

Experience with the North Atlantic Treaty organization in both 
its economic and military phases has illustrated many of these difli- 
culties which the American Government now faces. 

United States representatives in NATO represent the jurisdiction 
of many United States agencies. If they are to be effective and if the 
positions they take are to be consistent with the positions of United 
States representatives in other international dealings and in related 
domestic matters, then obviously the various parts of the Government 
must be closely knit. At the same time, representative government 
and the rule of law must be preserved. This presents a real and seri- 
ous challenge to the American people and the American Government. 
The problem is difficult, and pat solutions are apt to do more harm 
that good. 

As one example of one pat solution, I should include the generaliza- 
tion contained in some recent reports ‘that all for elgn economic activi- 
ties, or the essential ones, should be lumped together i in one Foreign 
Economic Agency. Some consolidation may ‘be needed, but to be 
workable, it must be geared into the foreign extension of the activi- 
ties of agencies such as Agriculture, Treasury, and the industrial 
mobilization agencies, such as the Defense Pr oduction Administration. 

Senator Dworsuak. Mr. Parks, you read recently that the Presi- 
dent recommended that all of these ‘foreign activities be concentrated 
in the State Department. What do you think of that suggestion / 

Mr. Parks. You are referring, Senator Dworshak, I believe, to 
the President’s letter of April 5. I would say that that letter recom- 
mended that the primary y rg ation of funds between major regions, 
South America, Europe, the Far East, be determined by the State 
Department tie the President; that at that point it be transmitted 
to the Economic Cooperation Administration for administration. 

In addition, the State Department was to determine the division 
between military and economic. Once those major determinations 
had been made by the State Department, acting for the President, the 
administration would be concentrated in the ECA. 

You asked me what I think, sir. I think it is a workable compro- 
mise arrangement. 

Senator Dworsiax. Of course, the President would be responsible, 
as Chief Executive, and would merely use the State Department to 
implement the allocations. 

84917--51——5 
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Mr. Parks. That is correct; and, of course, any allocation would be 
subject to whatever directions the Congress saw fit to specify. 

Senator Dworsnaxk. You still would want the administrative func- 
tions to be placed in the various departments—you mentioned Agri- 
culture and Commerce—which have the supervision of such pro- 
gram, for the expenditure of the funds and the administration of the 
program ? 

Mr. Parks. For overseas development programs, I would say “No 
I am thinking of the fact, however, that such an overseas dev elop- 
ment program—incidentally, the Department of Agriculture has had 
such a program for many years, of developing complementary crops 
in South America, as opposed to crops which might compete with our 
own exports. I think it is very difficult for an agency concentrating 
entirely on the foreign picture to be able to gear the foreign operation 
into our domestic needs and interests and programs, and that isa good 
example of cases where exports may be promoted abroad for which 
there is no long-run world market in terms of our own production 
intentions and plans. 

Third, some further basic studies are needed, but equally important, 
in my opinion, is the careful resolution of issues which have already 
been presented by studies made and the preparation of a working kit 
of proposed statutes, Presidential orders, interagency agreements, and 
agency regulations to implement such decisions. 

The C ongress, the President, and the agencies must, of course, take 
the necessary action. But a commission . such as that proposed can 
prepare the way for such action by wisely resolving complex and inter- 
related issues and by preparing or approving dr afts of action papers. 

In my opinion, the Hoover Commission did not do enough of that, 
and from what I know of the Brookings report there is an almost total 
absence of that. So, after these reports are made, the problem of 
getting action is still with us, and so often the basic decisions are made 
in the formulation of the very action papers themselves. 

We have already heard this morning th: innumerable studies have 
been made. Many of these have not been released or publicized in any 
form. During the past year, a great many special reports have been 
prepared within the Executive Office of the President and the various 
agencies—some in connection with the Rowe committee report on 
foreign affairs personnel and some in connection with the Brookings 
report and some in connection with the submission to Congress of the 
1952 foreign military and economic aid program. 

A number of constructive steps have bau been taken by both the 
executive branch and the Congress. But, clearly, many issues have 
been put off or met by inadequ: ute compromises. The creation of new 
organizations for economic mobilization in this country has rendered 
the United States administrative system for overseas activities even 
more complicated than before. You only have to mention the stock- 
pile functions of the Defense Production Administration and Mr. 
Wilson’s recent trip to England in connection with over-all allocation 
of raw materials. The improvement of United States organization 
for international affairs requires further immediate attention on the 
part of the President and the Congress. 

Among the important issues which are still unresolved are: 

1. The structural position of the State Department within the execu- 
tive branch, particularly (a) its relation to the Presidency and Pres- 
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idential staff and coordinating offices, and (b) its relation to the inter- 
national and overseas activities of agencies such as the Department 
of Agriculture, the Office of Defense Mobilization, the Treasury De- 
partment, and the ECA. 

2. The circumstances under which a separate agency for overseas 
programs, such as the ECA, is needed and the appropriate relationship 
between such an agency and the State Department on the one hand and 
agencies such as the Commerce Department and the Export-Import 
Bank on the other. 

3. The firming up of the role in international affairs of the Com- 
merce, ‘Treasury, , and Interior Departments. 

This last item, incidentally, can be facilitated in connection with 
bills now before this committee relating to those Departments. 

As a consequence of such issues being unresolved, the assignment 
of agency responsibilities for matters such as the following are not 
clearl ly delineated : 

(a) Aid programs and the determination of over-all country re- 
quirements for South America, the Middle East, and Africa. 

(b) Export control—as I am sure Senator O’Conor learned in his 
recent investigation. 

(c) The central management of the point 4 technical assistance 
program. 

(d) The foreign development of strategic materials and procure- 
ment abroad of such materials. 

(e) Economic defense measures such as sanctions or embargoes. 

(f) Finally, functions relating to industrial and mineral commod- 
ities in their international aspects are so widely scattered that it is 
frequently difficult to develop a consistent approach to long-run 
problems. 

My fourth major point is that the resolution of issues such as those 
I have cited and many others require obviously close cooperation and 
close working relations between the Congress and the executive 
branch. 

This is true not only because of the need for statutes and appropria- 
tions in line with the decisions that are taken but also because the 
pressures that build up within the executive branch render desirable 
congressional watchfulness and occasional congressional initiative in 
correcting outstanding trouble spots. 

Mr. Latimer discussed the point of agency rivalries and vested 
positions. 

The President sonally has little time to devote to the study of 
these questions. ‘The advice reaching him often is strongly influenced 
by the institutional] positions of the agencies affected. Under present 
circumstances, it is difficult for the Bureau of the Budget to exercise 
the strong leadership that is required. 

And a recent example, Senator Dworshak, is the letter you cited, 
in which agreement was reached, but, according to Felix Belair, in the 
New York Times of May 23, subsequent to this agreement, on the 
go tenor of that letter, the Administrator of ECA wrote to the 

resident expressing dissatisfaction with this arrangement. 

Many other examples of the difficulties of arriving at decisions 
within the executive branch alone, without the helpful initiative and 
watchfulness of Congress, could be cited. 
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With congressional watchfulness, occasional inquiries, and special 
surveys, and close executive-legislative relations on these matters, the 
internal pressures and vested interests that naturally accumulate with- 
in the executive branch can be held in check. This will require, how- 
ever, a far greater degree of understanding of these complex issues by 
the Congress and, in my opinion, some reconsideration by the Congress 
of its own methods for dealing with these matters. A few comments 
of mine along these lines are included in the collection of materials 
now being printed for this committee in connection with its review of 
the Legislative Reorganization Act of 1946. The prerogatives of the 
President as Chief Executive should, of course, be fully preserved. 
But the Congress has exercised responsibility in regard to the basic 
structure of the executive branch since the beginning of the Republic, 
and, as a practical matter, Presidential-congressional cooperation in 
this regard is essential. I have elaborated on that in chapter X of 
my book. 

The fifth point, Mr. Chairman, is that the proposed Commission on 
Overseas Administration represents an important step toward the 
adaptation of the American system of government to present-day 
conditions and the objectives of American foreign policy. 

I would stress, however, that the selection of the Commission’s staff 
will be a matter of prime importance because of the limited time that 
the Commissioners will, in all probability, be able to give to the many 
intricate problems and factual situations that will be encountered. 
I repeat that much of the basic reséarch work and analysis has been 
completed and action is urgently needed. The Commission should 
be attuned to action, and this will determine the experience and the 
background that will be required of its staff. There have been a 
number of examples in recent years of surveys which ended up pretty 
much where they should have begun, and I know that this committee 
has no intention of letting that occur in the case at hand. 

Along a similar vein, I should like to suggest that S. 1166 be 
amended to request the President to lay before the Commission at an 
early date a comprehensive and thorough report on the administra- 
tion of overseas activities. In order to comply with this request, it 
will probably be necessary for working parties representing all the 
agencies and offices concerned to be set up under the leadership of the 
Executive Office of the President. Such a report should contain pro- 
posed changes in the statutes and a reference to pertinent Presidential 
directives, interagency agreements, agency regulations, and so forth. 
This would provide grist for the Commission’s mill and should enable 
it to commence making recommendations to the Congress several 
months after its establishment. 

Senator O’Conor. Would you mind an interruption right there, Mr. 
Parks? 

Mr. Parks. No, sir. 

Senator O’Conor. Because it is a little new I was wondering 
whether you thought that would necessarily follow, not so much by 
way of the President’s initiation of it, but would not the Commission, 
as a matter of course, secure from the President such a statement? I 
do not know. I am just thinking out loud. I was wondering 
whether you thought that would be more or less a normal development. 

Mr. Parks. Mr. McCormick would inform this committee on the 
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experience of the Hoover Commission. My own recollection is that it 
was satisfactory, that they were able to secure such information as 
necessary. I merely point out, though, that we have had the Hoover 
Commission report and these other reports, and I have suggested that 
now is the time to resolve the issues and prepare action papers. And I 
think that possibly a directive from the Congress itself might be 
required to secure the full assemblage of materials to avoid repetition 
and duplication and going over what has been done, which then would 
be laid before the Commission. 

Senator O’Conor. I did not want to give the impression that I was 
in disagreement with it. I was just wondering what your suggestion 
was based on and whether you thought it would be served only in 
that manner. 

Mr. Parks. There is this to be guarded against, Senator O’Conor. 
I have seen this happen a number of times. If the Commission is set 
up as now provided by S. 1166, with the date of March 1, 1953, there 
will be a widespread tendency among all those concerned with these 
questions to say, “Well, now, that is in the Commission’s hands. Let’s 

wait until 1953.” And I am sure that I am correct—I have checked 
just in the last few days—that there are many questions which need to 
be decided in the next week or the next month. So if it is possible to 
combine the original statement*or the original purpose of the bill with 
current reports to the Congress, where through the appropriate com- 
mittees the Congress can take action, I think that would be well. 

My only final point was the point that has already been made, that 
perhaps some changes in the form of the commission might be consid- 
ered. And I had not come prepared this morning to offer specific and 
considered conclusions along those lines, but I will be prepared to do so 
within a few days if the committee so desires. Also, should the com- 
mittee desire, I shall submit as an extension of my remarks for the 
record a brief discussion of areas in which there is need for further 
basic research and analysis of the organization for overseas activities. 

Senator O’Conor. Mr. Parks, we would welcome both of those, and 
you would oblige us very much if you would provide them. As to any 
specific changes or amendments, I think that on the matter of the 
bipartisan nature of it, you can assume that that was in our minds. It 
was more or less in our minds that that would be done, so I do not 
think you would have to offer that. But anything you have to offer on 
the specific areas we would be glad to have. 

Senator Dworsuax. Mr. Parks, you requested that the President 
be asked to lay before this Commission at an early date a compre- 
hensive report on overseas activities. Are not some of these reports 
available from ECA and other agencies dealing with overseas 
programs ? 

Mr. Parks. Yes, sir. 

Senator O’Conor. Would it be your plan to summarize those into 
one brief report ¢ 

Mr. Parks. I wasn’t thinking of one brief report so much, but 
rather of a report including a lot of documents which are already in 
existence, which the committee would find useful. 

To give one example, the Brookings report, which is to be released 
this week, has gone through a number of drafts; and all the agencies 
concerned have commented on those drafts. Many of those docu- 
ments are valuable, and it should be unnecessary for this Commission 
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to have to go over that ground again, and not take advantage of it. 
That is merely one indication. 

There have been many reports and memoranda, some of which are 
listed in my book. The remark was made the other day that a year 
ago we had nothing with which to oppose the Russians in Europ, 
but now if the Russians attacked they would be met at every foot 
of the way by a committee. And I think that might be translated 
to say that these problems that we are discussing could be met every 
foot of the way by a report. And I am merely pleading for using 
what is available and requesting that it be assembled and provided 
to the Commission. 

Senator Dworsuax. As a result of your relations with the Herter 
committee over a considerable period, did you conclude that there 
was a lack of cooperation between the executive and legislative 
branches in dealing with these foreign problems 

Mr. Parks. To go back, and then ‘to return: The Herter committee, 
as you know, Senator, placed a lot of emphasis on administration, 
and I think the compromise that resulted from those efforts was 
satisfactory. 

One of the primary reasons for that emphasis upon administration 
was the difficulty in the existing structure of the Government of 
working as a team and clearly parceling out tasks and arriving at 
conclusions with imagination, and then executing them with vigor. 
And because of that situation, and because it could not be corrected 
ina hurry, Mr. Herter suggested a corporation to more or less extract 
the operation entirely from the existing Government. What emerged 
was something of a compromise. 

Progress has been made since then. I suggest, however, that in 
order to reorganize the Government itself for these tasks the basic 
structure of the Government requires much congressional action. 
Statutory assignments of responsibilities in connection with innumer- 
able statutes will bind the hands of the Executive. The committees 
that have been set ae by the Congress, the National Security Council, 
the top one, the National Advisory Council on International Mone- 
tary and Financial Problems, and others, are evidence of the partici- 
pation of Congress in determining the structure. And it requires 
joint work. 

Have I answered your question ? 

Senator Dworsnak. Yes, I think so. I might ask one more. 

Do you think that in addition to the Committee on Foreign Rela- 
tions in the Senate, the Committee on Foreign Affairs in the House, 
other committees of the two bodies should take a more profound 
interest in programs and policies dealing with our operations in for- 
eign countries ¢ 

Mr. Parks. Yes, sir; I do. And, of course, the Appropriations 
Committee is the key one. I have assumed that possibly this would be 
considered so that in the selection of the House and Senate members 
of this Joint Commission some attention would be paid to those com- 
mittees. 

Senator DworsuaKk. What I meant primarily was that in the con- 
sideration of these policies too frequently it appears that these specific 
committees, the Committee on Foreign Relations and the Committee 
on Appropriations of the Senate deal ‘with these specific problems, and 
other Members of the Senate not holding membership on those two 
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committees are denied direct participation, and because of that, there 
is an inclination to be indifferent and apathetic toward those pro- 
grams. Do you think that is true? 

Mr. Parks. I think that is an extremely cogent observation and 
requires attention. And in this paper w hich I pr repared for your com- 
mittee print under Dr. Galloway’s supervision, 1 have made some sug- 
gestions along that line, by which the Banking and Currency C ommit- 
tee and the Interstate and F oreign Commerce Committee, for example, 
will recognize more fully the foreign implications of the actions that 
they take, and there will be methods, if possible, for more closely 
associating them with the Foreign Affairs Committees on those mat- 
ters. And I think that matters that go before the Foreign Affairs 
Committees frequently have domestic considerations which are not 
fully recognized. 

The International Wheat Agreement, you will recall, gained the 
active attention of some of the members of the Senate Agricultural 
Committee. On the Senate side there is much more intercommittee 
cooperation than on the House side, where it is even more necessary, 
because of the larger membership. 

Senator Dworsuak. You think it is highly desirable to stimulate in- 
terest on the part of individual members in all of these activities and 
these problems, because they are so vital to the national security, and 
likewise because they involve the spending of so much money 4 

Mr. Parks. Yes. The Armed Services Committees, you will recall, 
have had much to do with occupation problems and surplus property 
disposal. And I have seen suggested that consideration be given to 
establishing Foreign Affairs subcommittees in some of these com- 
mittees. 

Senator DworsHaxk. Do you think there has been a salutary effect 
from the visitations of these various congressional groups abroad dur- 
ing the past 5 or 6 years in studying these problems ¢ You know, 
frequently they are referred to by the press and by critics as being 
junkets involving expenditure unnecessarily of Federal funds without 
any direct results. What is your reaction to that ? 

Mr. Parks. Senator, I felt when I was sitting in Germany that I 
wished the Congress knew more of what was going on, and I was sure 
the Congress would be interested in some of the things that were going 
on. 

I am bound to say, however, that in view of some of the factors we 
have just mentioned, of jurisdictional problems within the Congress, 
there hasn’t always been the preparation before the trip. And in view 
of the different committees that are interested, it is difficult for one 
committee to really handle the problem, or to have the staff members, 
and so forth, that are competent to go into all the aspects of the prob- 
lems with which they deal. 

Senator DworsHak. Do you mean preparation by some executive 
agency or bureau, or by a legislative committee in Congress ? 

“Mr. Parks. Executiv e, did you say ? 

Senator Dworsuak. I said, first, did you think that this prepara- 
tion in advance of any trips made by congressional committees abroad 
should be made by agencies in bureaus within the executive de »part- 
ment, or by some legisl: ative committee of the Congress ? 

Mr. Pars. I think by the committee calling upon the executive 
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reports. My own feeling is that perhaps the Herter committee did 
a very fine job, one of the best jobs. I am not saying that because I 
was associated with it, but because it had membership of so many 
different committees on the House side, if you recall. About six or 
seven different committees were represented, and there was thorough 
staff participation. Some of the other trips that have been made have 
been single committee efforts, and there has not been thorough and 
competent staff participation. If = can more clearly determine 
within the Congress the responsibilities for oversea activities, then 
you will develop a staff and a greater congressional channeling of 
knowledge and experience. 

Senator DworsHak. From the standpoint of expending Federal 
funds, or economy, in view of the fact that ECA in its Paris office 
has far more than a thousand employees whose transportation has 
been paid to Paris, it would naturally follow that it might be a good 
investment to pay the transportation of Members of Congress, to 
a lesser extent, to visit countries abroad to make personal investiga- 
tions and surveys. 

Mr. Parks. Yes, sir. I have been troubled by one phase, and that 
is that certainly on the House side the Member is so close to his 
district. He has to be. He can’t spend the time abroad that might 
be required. 

I have suggested here that some consideration might be given to 
setting up a special committee of the Congress drawn from the mem- 
bership of other committees on a continuing basis, perhaps for 1 or 
2 years, to pay particular attention to oversea activities as such. And 
by that, I don’t mean the whole range of foreign affairs, but the spe- 
cific operations—so that those committee members would be able to 
travel and would be free from other committee assignments sufficiently 
to permit them to do that. 

Senator DworsHaxk. You do believe that these contacts of Members 
of Congress abroad with actual conditions are worth while? 

Mr. Parks. I certainly do, sir. 

Senator O’Conor. Certainly, Mr. Parks, looking at it from per- 
sonal experience, from what we derive from it, I must say our expe- 
rience has been entirely in accordance with your statement. It bears 
it out. 

Mr. Parks. Yes. Nothing I stated was meant to discourage as much 
travel as Senators and Representatives can allow. I commented, how- 
ever, that the results of those trips are not always achieved to the 
full, or to the degree that you might expect if you took into con- 
sideration some of the other factors we discussed. 

Senator O’Conor. I think you have made a very valuable contribu- 
tion, Mr. Parks. 

That will conclude the hearings for the day. 

Many thanks to you all for coming. 

(The material mentioned by Mr. Wallace Parks follows :) 
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June 8, 1951. 
Hon. Hersert R. O'Conor, 
Senate Office Building, Washington, D. C. 
Dear SENATOR O’Conor: I have transmitted to Mr. Reynolds the two memo- 


randa for the record referred to at the conclusion of my testimony on S. 1166 
at the May 31 hearing. 
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The propoSal for a congressional liaison committee to the Commission on Over- 
seas Administration was suggested by Mr. Robert McCormick in response to a 
statement of mine. 

It would appear that the two Members of each House, now provided for in the 
bill, would not enable a sufficient number of congressional committees to be asso- 
ciated with the work of the Commission. 

Sincerely yours, 
WaALLAce ParKs. 


MEMORANDUM ON FORM OF COMMISSION PROVIDED IN S. 1166 


In view of the extensive surveys that have already been made, both published 
and restricted, the emphasis of the proposed Commission on Overseas Administra- 
tion should be on resolving issues and preparing the way for official action. Its 
form, therefore, should be such that it can gear more closely into the official 
processes of Government than the Hoover Commission. Therefore, key con- 
gressional committees should be represented, and the chairman or vice chair- 
man might well be selected from among the congressional members. 

S. 1166, as originally written, provided for the establishment of a Commission 
on Overseas Administration consisting of— 

1. Four Members of the Senate, appointed by President of the Senate ; 
2. Four Members of the House, appointed by the Speaker; and 
3. Four persons of the executive branch, appointed by the President. 

Subsequent to the hearing on May 31, 1951, the bill was amended to provide 
for the bipartisan character of the Commission and for the appointment of one- 
half the members from outside the Government. 

Representation from the executive branch should be designed to (a) foster 
executive-branch confidence and cooperation, (b) keep the executive branch 
fully informed, and (c)secure for the Commission the benefit of the expert knowl- 
edge and insight of the Presidential appointees. The two Presidential appointees 
from the executive branch probably should not be Cabinet officers, in view of the 
extensive foreign travel probably required and the fact that their decisions in 
the Commission should not bind the administration. The Under Secretary of 
State and the Assistant Director of the Budget, for example, might make excel- 
lent appointments. 

In view of the largely congressional character of the Commission, it is important 
that work in the subject-matter domain of the Commission continue to proceed 
within the executive branch during the Commission’s life—in fact, that such 
work be accelerated. The President should be requested to lay before the 
Commission, within 3 months of its establishment, a comprehensive report on 
recent developments in the administration of oversea activities. In addition, 
the files of the various executive agencies relating to this subject should be opened 
to the staff of the Commission so as to avoid duplication of effort. It might be 
desirable that the President establish an interagency advisory committee, wnder 
the Executive Office of the President’s leadership, to survey trouble areas, prepare 
proposals and advise the Commission. Liaison between such a committee and 
the Commission could easily be arranged. Under arrangements such as these, 
the Commission should be in a position to commence submitting recommend: tions 
to the Congress for the consideration of its appropriate committees within 3 to 6 
months of its establishment. 

Although the Commission should be concerned primarily with the basie¢ structure 
of the executive branch and the methods and principles of oversea administra- 
tion, its reach should extend to intradepartmental organization and to organi- 
zation within the Executive Office of the President. Organization within agencies 
and offices is closely related to organization between agencies. Even though the 
intraagency organization may not in many cases require statutory changes to 
modify, the Commission should report to the Congress on its adequacy, within 
the scope of the inquiry, and the type of Presidential or agency action that may 
be advisable. Otherwise, the report would not be comprehensive. The Com- 
mission's efforts, through primarily directed to congressional action, should also 
stimulate considerable executive branch action. This latter should be reported 
to the Congress by the Commission during its life and, thereafter, by the executive 
branch upon request of the appropriate Committees of the Congress. 

In order to facilitate congressional liaison, to speed congressional action, 
and to enlarge the extent of congressional interest and familiarity with the 
subject matter, a congressional liaison committee is recommended. Members 
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would be drawn from the three or four committees of Congress principally con- 
cerned. This appears especially desirable since under the amended bill there 
will be only two Senators and two Representatives on the Commission. 


MEMORANDUM ON NEED FOR ADDITIONAL RESEARCH AND ANALYSIS IN REGARD TO 
UNITED STATES ADMINISTRATION OF FoRETGN AFFATRS AND OVERSEAS ACTIVITIES 


The proposed Commission on Overseas Administration, if established, un- 
doubtedly will wish to supplement rather than duplicate the surveys and analyses 
that are already available. This will require, of course, that it secure an experi- 
enced staff. It is assumed that the principal governmental memoranda and 
reports, which are relevant to the Commission’s scope, will be available to it. 

The hearings on 8. 1166 developed the broad character of the field of survey 
intended for the Commission. The Commission itself undoubtely will have to 
determine its precise scope of attention and method of approach. For example, 
the Commission will determine (@) the fields which require additional basic 
research or on-the-ground surveys, (0) the issues which require further analysis, 
(c) the degree of detail or particularity of the recommendations that are made, 
and (d) the extent to which drafts of proposed action papers (bills, resolutions, 
or suggested Presidential or agency orders) should be prepared. 

It is undoubtedly true that many aspects of oversea administration already 
have been amply surveyed and analyzed. These instances could be determined 
by informal conferences with those familiar with what has been done. In such 
instances the Commission probably would wish to concentrate on wisely resolving 
unsettled issues in their full context and on preparing or specifying the action 
instruments that are needed to implement such decisions. 

The following sectors or fields are believed to require further research or 
surveys (the list is not intended to be exhaustive) : 

1. The organization of the international financial field with emphasis on 
its relations to other fields and to domestic financial problems and organi- 
zation. 

2. The organizational relations between domestic commodity staffs and 
foreign commodity staffs. 

3. The international responsibilities of the Department of Labor. 

4. The administration of oversea procurement functions, including the 
stockpile program. 

5. Civilian-type activities and civilian relations of military commands and 
units stationed overseas. 

6. The regional organization of oversea activities. 

. The appropriate relationship between the civil-service personnel sys- 
tem and the Foreign Service system. 

Improved reporting of oversea activities and better methods within the 
Congress for using such reports. 

9. The role and structure of high-level interagency committees. 

In addition, there should be a number of case studies of oversea administra- 
tion in action, such as (@) activities relating to petroleum, (b) export controls 
over alloy steels, (c) policy and administration concerning relations between 
American personnel and foreign citizens, and (d@) methods employed in relations 
between the State Department and the Defense Department and the ECA in 
Washington and among the major oversea organizational components. 

Some of the major issues which need to be resolved in a long-term structural 
sense are: 

1. The role of the State Department in relation to (a) the President, (b) 
the Executive Office of the President, (¢) the Defense Department, and (d) 
the economic and social agencies of the Government. 

There is considerable diversity of authority and of views regarding the posi- 
tion of the State Department in the executive-branch structure. If it were 
clearly determined what the responsibilities of the State Department (or a new 
Foreign Affairs Office or Department) actually were, then the Department could 
be held more strictly accountable. The Department's leadership, staffing, and 
organization could then be determined against a clear statement of mission, 

2. The functions of the Executive Office of the President in regard to 
oversea administration. 
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3. The theory and the methods of interagency cooperation and coordina- 
tion regarding foreign affairs in terms of the role of the President and of 
the Congress in our system. 

4. A clearer delineation of the role and methods of the Congress with 
respect to oversea administration. 

In resolving basic issues such as these, special advisory groups of experts and 
hearings of qualified and interested witnesses would prove useful. . Profes- 
sional cleavages on many of these issues are deep, so that a special effort will 
be needed to develop and maintain a judicial attitude regarding them on the 
part of the Commission’s staff. 


(Whereupon, at 12:25 p. m., Thursday, May 31, 1951, the hearing 
was recessed until Tuesday, June 5, 1951.) 
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TUESDAY, JUNE 5, 1951 


Unrtep States SENATE 
SUBCOMMITTEE ON REORGANIZATION 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerartMENTs, 
Washington, D. C. 
The subcommittee met at 10:30 a. m., pursuant to recess, in room 
357, Senate Office Building, Hon. Mike Monroney presiding. 
Present ; Senators O’Conor (chairman of the subcommittee), Mon- 
roney, and Dworshak. 
Also present: Walter L. Reynolds, chief clerk; and Eli E. Noble- 
inan, professional staff member. 
Senator Monronry. The hearing of the subcommittee will come 
to order. 
We are hearing the witness on S. 1166 this morning. The first wit- 
ness today is Senator Ives, of New York. 
Senator Ives, you may proceed in your own way. 


STATEMENT OF HON. IRVING M. IVES, A UNITED STATES SENATOR 
FROM THE STATE OF NEW YORK 


Senator Ives. Mr. Chairman, I first want to thank the committee 
for per mitting me to appear in this way. 

In view of my past connection with the legislation which is before 
us, and which, as I will point out a little bit later in my remarks, I have 
a very definite interest in, I have prepared a statement which I assume 
you and Senator Dworshak already have. 

Senator Monroney. Yes. 

Senator Ives. Then I will proceed. 

It is not my usual practice to appear before a committee in support 
of a particular piece of legislation. As a matter of fact, I am rather 
reluctant to do so unless I am really interested in it. However, be- 
cause of my long-standing interest in the subject matter of this bill 
and because of the obvious importance of what it seeks to accomplish, 
1 feel that I would be doing less than my duty if I failed to appear 
here this morning and lend my active support. 

As we are all aware, S. 1166 is a simple bill. It would establish a 
Commission, composed of four Members of the Senate, four Members 
of the House of Representatives and four members of the executive 
branch of the Government. The duty of this Commission would be to 
study the administration of the overseas activities of our Government 
und report back to the Congress with recommendations with respect 
thereto. 
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I first became interested in the problem of the administration of 
our foreign affairs generally, and our overseas activities in particular, 
when, as chairman of the Subcommittee on Relations with Interna- 

tional Organization during the Eightieth Congress, and that was a 

standing subcommittee of this committee, the Committee on Ex- 
penditures in the Executive Departments, and subsequently as a 
member under the able leadership of Senator O’Conor, our studies 
reflected the magnitude of our new foreign undertakings and the 
fact that our Government had not responded administratively to 
these new responsibilities. 

Thus, we found, among other things, that although the United 
States, during the ostwar years, had attained a position of leader- 
ship and responsibility in world affairs, unprecedented and_un- 
paralleled in history, we were not prepared to meet these responsibili- 
ties with an adequate administrative structure. Stated in another 
way, we found that the United States had reached its full stature in 
foreign relations without having attained the administrative maturity 
to go with this new stature. 

In this conclusion, we were amply supported by the excellent work 
of the Hoover Commission, which, in its study on Overseas Admin- 
istration, observed that— 
the war and its aftermath have created new and heavy operational and promo- 
tional responsibilities abroad. * * * Most of the problems (involved in 
earrying out these responsibilities) * * * arose so rapidly that time did 
not permit adequate planning in terms of our total responsibilities abroad. As 
a result, we have had confusion, inconsistencies, and uncertainty of policy and 
program, with the inefficiencies which inevitably follow as a result of improvisa- 
tion and lack of over-all planning. 

Recognizing the urgent need for further study in this area and 
recognizing as well the grave responsibilities of the Congress, the 
Hoover Commission recommended that— 

* %* * the Congress direct a comprehensive study to be made of the entire 
problem of overseas operation and administration. 

This study was recommended in 1949 when our total operating 
programs in the field of foreign relations cost the American people 
approximately $5,000,000,000 annually. Today, with the threat of 
Soviet aggression facing us on all sides throughout the world, we 
are informed by the P1 esident of the United States that our annual 
outlays and expenditures for foreign military and economic assist- 
ance will amount to approximately $8,300,000,000 during the fiscal 
year 1951: that is, the current year, and $8,500,000,000 during the 
fiscal year 1952. These programs include an exténsion of the Euro- 
pean recovery program, government and relief in occupied areas; 
aid to China and Korea; technical assistance to underdeveloped areas ; 
military assistance to the North Atlantic Treaty nations, Greece, 
Turkey, Iran, and Latin America; and economic aid to most of the 
nations of the free world. Finally, indications are clear that we may 
have to continue to pay out these huge sums of money for many years 
to come. 

Having seen the magnitude of these multi-million dollar, long- 


‘ange, large- -scale operational programs throughout the world, let 


us examine, for a moment, the role of the Congress with respect there- 
to. Looming very large in the forefront is the responsibility for sup- 
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plying the money with which to carry out these as well as other pro- 
grams. For fiscal years 1951 and 1952, it appears that we shall be 
asked to supply a total of approximately $17,000,000,000 for these pur- 
poses. That is the total of the figures which I have indicated above. 
Yor this money, we shall have to answer to the American people who 
are the real source of supply for these funds. In addition, we shall, 
of course, be required to supply fantastic sums of money for other 
purposes—for our defense establishment alone—$39,500,000,000 and 
$60,700,000,000 in new obligational authority to be expended in future 
years, beside additional billions for other functions. 

I might point out in connection with these many billions to which 
I am refer ring that they are so large that they are virtually fantastic 
and in all pr obability the *y are less In amount that the actual expendi- 
tures are likely to be. 

In addition, various sums and many problems are involved in the 
administration of our occupied areas and our trust territories. One of 
the primary functions of the Commission proposed in the pending bill 
would be to submit specific recommendations to the Congress relative 
to the integration of these activities with other related foreign pro- 
grams. 

Returning now to the $17,000,000,000 for the military security pro- 
gram, which is the name given by the President to our military and 
economic assistance activities throughout the world, what can we tell 
the American people about the manner in which it is being and will 
be administered? What do we, as responsible legislators, know about 
the manner in which these huge sums of money are to be used? For 
if the truth be told—and it must be told—we are required to rely upon 
two major sources of information: (1) The executive branch of the 
Government, which formulates these programs and tells us as little or 
as much as it cares to disclose; and (2) information media, such as 
newspapers, periodicals, books, radio and television. 

Of course, there are those among us who may have such additional 
sources of information as interested groups, confidential informants, 
and reliable friends within the executive branch. But is this the 
way to obtain the information necessary to enable us to formulate 
the considered judgment which is so vital if we are to carry out our 
obligations to the American people? Is this the way in which we look 
after the interests of millions of hard-working Americans whose tax 
burden is growing daily by leaps and bounds? Is this the way in 
which we, as responsible legislators, are to determine the manner in 
which $17,000,000,000 or more will be expended during two fiscal 
years ¢ 

These questions obviously require no reply. The answers are clearly 
self-evident. However, I feel certain that it was exac ‘tly this situation 
which the Hoover Commission had in mind when it recommended 
that “the Congress direct a comprehensive study to be made of the 
entire problem of overseas operation and administration.’ 

{ am informed that virtually all of the agencies which comprise the 
executive branch of the Government have taken a solid stand against 
the enactment of S. 1166, the bill before us. Their opposition appears 
to be based primarily on the assertion that various studies, undertaken 
by different groups at the direction of the President, have adequately 
covered the area of administration of overseas activities and, there- 
fore, no additional studies are either necessary or desirable. I further 
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understand that some of the agencies have stated that the executive 

branch, as well as the Congress, will be required to take “major deter- 
minative steps with respect to overseas administration in the immedi- 
ate months ahead to meet our international security needs,” and that 

“consequently it is doubtful if the results of the studies of such a com- 

mission as proposed under S. 1166 would be available at a sufficiently 
early date.” 

Now this is indeed a curious position to take. Knowing full well 
that there is every likelihood that these large-scale operational mili- 
tary and economic aid programs will continue for many years, the 
executive branch tells us that we have a sufficient number of studies 
and any new studies, made in the future by the projected Commission 
on Overseas Administration, would arrive too late to be of any assist- 
ance. Such is the infallibility of the executive branch of the Govern- 
ment. Its studies are the only worth-while studies—its studies, bear 
that in mind, are the only worth-while studies—which are either 
necessary or proper, and its judgment is sufficiently accurate and all- 
encompassing to obviate the necessity for the Congress to direct any 
further studies, even though in the course of the study which would 
be authorized by S. 1166, the executive branch would be adequately 
represented and its views and conclusions would be given equal weight 
with those of the legislative branch. “Just give us the money,” they 
tell us, in effect. “We have plenty of facts and reports and we shall 
be delighted to make them available to you—that is, of course, to the 
extent that it suits our purposes.” 

Please bear in mind, gentlemen, that we are not questioning foreign 

policy in connection with this bill. I think that is a very important 

sation to keep in mind. What we are concerned with is how the poli- 
cies and programs which have been projected by the executive branch 
will be and are being conducted. For although ours is not the initial 
responsibility in connection with the initiation of these policies, 
their adequate and effective administration is very definitely our 
responsibility. 

During the Eighty-first Congress it was my privilege to serve on 
the Subcommittee on Relations with International Or ganizations, 
that is the one I have referred to, to which was referred S. 2072, a 
bill identical with the pending measure, which was passed unani- 
mously by the Senate. As a member of the subcommittee I had the 
opportunity, together with its chairman, the able Senator from Mary- 
land, to consider with great care the studies and recommendations of 
the Hoover Commission, the provisions of 8. 2072, and the views of 
the various agencies of the-executive branch which were concerned 
with these matters. 

A number of the executive agencies concerned recognized the urgent 
necessity for such a study and either supported the bill or had no 
objection ot it. Thus Mr. John E. Peurifoy, then Deputy Under 
Secretary of State, advised the chairman of this committee that: 

The Department of State endorses the recommendation of the Commission 
“that the Congress direct a comprehensive study to be made of the entire problem 
of overseas operation and administration.” It is believed that such a study 
would be of great usefulness in developing future Government policy with respect 
to the type of organization most appropriate to deal with the range of activities 
enumerated in the report of the Commission. It is believed that there has not 
yet been adequate analysis made of the problems of administration involved, and 


that the recommended study should precede the development of specific plans 
of administration. 
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Although the State Department later changed its position to con- 
form to the Budget Bureau’s view that such a study be made exclu- 
sively by the President, the original letter favoring the study pro- 
jected by the bill was far more persuasive than was the subsequent 
communication. 

Mr. Paul G. Hoffman, then Administrator of the Economic Cooper- 
ation Administration, advised this committee that: 

My experience in ECA has fully demonstrated to me that the problem of over- 
seas administration which this Government faces are both difficult and extensive. 
They are certainly worthy of both special and continuous study. 

The Secretary of the Army advised that, although the Department 
of the Army had no objection to the enactment of the bill, he had 
been advised by the Bureau of the Budget that it did not consider the 
legislation necessary. 

I have already pointed out that I am informed that the executive 
branch of the Government has presented virtually a solid front in 
opposition to the pending bill. This time all of the agencies concerned 
have apparently been well coordinated by the Bureau-of the Budget, 
as indicated by the summary of agency comments, prepared by ‘the 
staff of this committee. The alleged Brookings Institution report 
appears to be the magic document which will solve all of our problems. 
I used the word “alleged” advisedly because there seems to be an under- 
standing that such a report exists, : although it has not made its appear- 
ance, I believe. Although it is said to be the last word on the subject, 
to my knowledge neither the Members of the Senate nor the staif of 
this or any other committee have been able to obtain a copy, despite 
the fact that it is reported to have been completed in draft form 

early in April. 

Gentlemen, the issue before us is both simple and basic—should the 
Congress of the United States receive an impartial analysis of the 
manner in which our vast overseas activities are being administered, 
prepared by a representative group, operating under our direction, or 
must we be forced to rely upon material furnished to us by the execu- 
tive branch of the Government, plus what we can glean from news- 
papers, periodical literature, and other sources. I submit that no t, 
2, or 10 reports, prepared under the direction of the executive brane h 
of the Government, no matter how excellent they may be, can resolve 
this issue. 

Each day we are being requested to make decisions which affect the 
daily lives and welfare of our entire population as well as the rest of 
the world. Each day we are being requested to appropriate fantastic 
sums of money which come out of the pockets of every man, woman, 
and child—yes, children even—in America. Are we not entitled to an 
impartial, basic sur vey and analysis of how these vital affairs, under- 
taken at great financial sacrifice to every one of us, are handled? Are 
we not entitled to some assurance that, even if we disagree with the 
policies, at least their administration is being handled in the very best 
manner possible ¢ 


* Subsequently, on June 11, 1951, a summary of the conclusions contained in the report 
of the Brookings Institution was forwarded to the Committee on Expenditures by the 
Bureau of the Budget. This summary appears as appendix A, p. 71, 
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In closing, I desire to quote from a statement I made on the floor of 
the Senate during debate on S. 2072, Eighty-first Congress: 


* * * as we all know, we are spending billions of dollars in various foreign 


activities in the form of aid of one kind or another. For these reasons, the 
Hoover Commission held it most advisable that a commission be established for 
the purposes of checking these matters, surveying them, ascertaining what the 
facts are, and then making an appropr iate report. * * 


The Committee in Expenditures in the Executive Departments, after going 
very carefully into this matter, not only from the standpoint of the committee as 
a whole. but particularly through the activities of one of the subcommittees of 
the committee which has been operating in the field of foreign activities of the 
Government, in various international agencies and organizations which are in- 
volved, decided that this proposal by the Hoover Commission possessed great 
merit and should be carried out, particularly in view of the fact that up to the 
present time the two Houses of Congress have seemed to be operating separately 
in this field, which is a rather expensive way of performing the duty, and at the 
same time is not likely to be conducive of the results which may be sought. For 
this reason the recommendations of the Hoover Commission have been followed, 
and the bill is before the Senate. 

Finally, I want to say that if that was the situation 2 years ago, 
when our obligations in these areas totaled approximately $5,000,00 10.- 
000 annually, how much more necessary and vital is such a study today 
when our overseas financial commitments are about twice as large and 
our international situation is infinitely more complicated ? 

I want to thank you, gentlemen. 

Senator Monronry. As I understand it, the Senate passed this bill 
unanimously in the last session ? 

Senator Ives. That is correct. 

Senator Monronery. Could you tell us what the history was in the 
House? 

Senator Ives. I do not think in the House it came out of committee, 
asI recall. Apparently, Mr. Chairman, there has not been the amount 
of emphasis placed on this particular phase of expenditures in the 
House that has been placed on them in the Senate. I make that state- 
ment with no criticism intended of the House whatever. I simply 
point it out as a phenomenon that exists where a measure of this type 
is concerned. 

Senator Monronry. Well, I understood that the House was some- 
what inclined to feel that it was investigating it on its own and that 
some group of Members of Congress had made some sort of study, 
but that there had been no report made as a result of that. 

Senator Ives. Well, the House may have had that idea. There 
has been a study made of a limited nature by this subcommittee to 
which I referred and of which I was chairman, the subcommittee of 
the Committee on Expenditures in the Executive Departments, and 
I do not mean your subcommittee, but of the committee as a whole, 
but we were unable te accomplish anything of a very extensive nature. 
We did not have the facilities. 

As I indicated in my earlier remarks, we did not have the facilities 
from the standpoint of staff. Mr. Nobleman, our counsel, was our 
only professional staff member. He did quite a lot of investigating 
and went abroad and covered a lot of the area over there where these 
particular agencies were operating. As a result of these investiga- 
tions, the subcommittee submitted a series of valuable reports which 
contained much information. These were published as Senate reports 
of this committee. Outside of that, nothing was done that I know of 
in this particular Congress. 
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Senator Monronry. Do you not know of any particular activities 
of the House? 

Senator Ives. I have no idea what the House may have done in this 
connection. 

Senator Monronry. Senator Dworshak ? 

Senator DworsHak. Senator, regarding this proposal to coordinate 
administrative procedure in handling foreign funds expended abroad, 
T recall in the previous hearing on this bill a witness suggested that 
possibly instead of providing a membershp of four Members of the 
Senate, four Members of the House, and four persons from the execu- 
tive branch of the Government, that it might be more desirable to set 
up a personnel of such a committee composed of laymen or those out- 
side of the legislative and executive branches of the Government, more 
in line with the personnel of the Hoover Commission. What is your 
reaction to such a proposal ? 

Senator Ives. My point is that I do not agree with the Hoover Com- 
mission on that pomt. Senator Dworshak, this is a subject in which 
the Congress itself is primarily interested. We have to find and 
obtain the information. I cannot for the life of me see where public 
representation, so-called public representation—because no one of us 
actually knows how representative of the public it would be—would 
contribute in any way, shape, or manner to the operations of such 
a Commission. 

I can easily see where you might have a deadlock between the 
congressional representatives and the public and the executive repre- 
sentatives on the other hand. I do not know that that might accom- 
plish anything. Of course, that might not occur. What earthly ben- 
efit could be derived from having public representation on a Commis- 
sion whose purpose is to obtain information for the Congress ? 

I cannot understand why the public needs to be on it. We are the 
ones that want the information. We are the ones that need the 
information. 

Senator Dworsuak. I agree with you, Senator. I simply wanted 
to get your views. 

Senator Ives. Pardon me, I did not mean to be so vehement, but I 
disagree on a number of the Hoover Commission recommendations 
where they apply to set-ups of that type. I do not agree in that at all. 

Senator Monronry. Thank you very much, Senator Ives. 

Senator Ives. Thank you again, I appreciate the opportunity. 

Senator panacea Our next witness is the Secretary of Com- 
merce, Mr. Sawyer. 





STATEMENT OF HON. CHARLES SAWYER, SECRETARY OF 
COMMERCE 


Senator Monroney. We are glad to have you with us, Mr. Sawyer. 
We appreciate very much your coming up here heday to give us the 
benefit of your advice and counsel on this bill, 1166, to set up a 
commission or committee of four Members of the Senate, four Mem- 
bers of the House, and four Members of the executive department 
to study ways and means of better managing and coordinating our 
overseas activities, and I wonder if you have a prepared statement 
that you would like to present ? 
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Secretary Sawyer. No, I do not, Mr. Chairman; but I will be glad 
to comment without a prepared statement briefly. 

Senator Monroney. That will be fine. You just proceed in your 
own way, sir. 

Secretary Sawyer. I assume that the invitation extended to me was 
based upon the fact that the Department of Commerce as well as other 
permanent agencies in the Government does have an interest in foreign 
trade and in grants and loans and other activities of the Government 
which deal with the subject with which the bill deals. 

Of course, the Office of International Trade in the Department of 
Commerce is very active in connection with export control and the 
dealings that we have with other countries and we constantly consult 
with the ECA and the Department of State. I am personally a mem- 
ber of the National Advisory Council, which theoretically at least lays 
down policy—governmental policy—with reference to loans and grants 
to other countries or our fiscal policy with reference to other countries. 
The Bureau of the Census, the Bureau of Public Roads, the Maritime 
Board, the Coast and Geodetic Survey—all of them participate in 
these activities. 

Now, my feeling with reference to this particular bill is that it is 
certainly in order and desirable to investigate from time to time—that 
is, for the congressional committees to investigate from time to time— 
the activities of the executive branch. I have stated on a number of 
occasions that I am quite willing to have my Department investigated, 
and I see no reason why the overseas activities should be an exception 
to that principle. 

My feeling is that an investigation—as I understand the purpose 
of this bill, it is an investigation of the administrative aspects of 
foreign relief and that it does not deal, or it is not proposed to deal, 
with questions of policy. Having said that I think an investigation 
by the legislative branch would be in order, I would also like to say or 
add that I do not feel that a commission of the size and scope that is 
indicated in this bill is necessary. 

I have stated on a number of occasions that I feel the creation and 
the perpetuation of new agencies in the executive branch is unwise so 
far as it can be avoided. It is a very expensive procedure, and as 
far as the agencies in the executive branch are concerned, once they 
start it is hard to stop them. This does set a date for the termination 
of the commission’s activities, but it does seem to me that the objective 
can be accomplished by a subcommittee of any one of the existing 
committees. 

I would not undertake to discriminate between your Committee on 
Expenditures, the Foreign Affairs Committee, or others that might 
properly handle this matter. It would seem to me that the thing can 
be done effectively—all the investigation and reporting that you need 
can be done—without setting up an organization as elaborate as the 
one that is indicated here. 

In other words, I think in the legislative as well as in the executive 
end the objective should be a simple operation, and I think it could be 
accomplished effectively by some subcommittee of the existing com- 
mittees—perhaps the one before whom this hearing is being held. 

I feel that there are reasons why an investigation of these adminis- 
trative features of foreign relief and aid are in order. I am very glad 
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to come here and make that statement and answer any questions that 
you care to put. 

Senator Monroney. I appreciate that. Regarding your suggestion 
that perhaps a subcommittee of a senatorial committee might be able 
to do it, it requires a great deal of pushing to get through any reor- 
ganization, and unless the House and Senate are hooked - up, perhaps 
the executive department, too, to try and formulate a plan on which 
all could agree, the vast sums of money involved would I believe make 
it worth while. 

If you are going to have this study made to get better housekee ping, 
better business management, better coordination, that a committee 
such as proposed by this bill might be more apt to come up with legis- 
lation than any other. Of course, this was one of the suggestions of 
the Hoover Commission, that we do coordinate our overseas activities 
better than is now being done. 

Secretary Sawyer. Well, if the theory is that this would result 
necessarily in a recommendation for a new department, so to speak, 
I would like to add the comment that I think that in itself would be 
unfortunate. I do not favor the general theory that we should have 
a new department dealing with foreign relief or aid. If that is what 
is implied in the bill, if the objective were to produce such a result, 
then I would certainly feel that it would be unwise to embark on the 
thing. 

I assume that that might or might not be the result. Primarily 
what you are after is to investigate the administration, the way the 
money is spent and the way the machinery operates. 

Senator Monroney. I think one of the prime purposes is to avoid 
duplicating offices that are performing almost the same type of work 
in the various countries overseas. In other words, a plan, if there is a 
way without setting up a new department, to find out which depart- 
ment could best manage things. What agencies overseas do you have 
to administer as Secretary of Commerce? You have the International 
Trade and the Bureau of the Census? 

Secretary Sawyer. I named a number of the agencies within my 
Department that are interested in foreign trade and what goes on in 
ether countries. We do not administer actually in other countries. 
As you put the question, the Bureau of Public Roads, for instance, has 
been operating in Turkey, the Bureau of the Census has been operating 
in several South American republics, 

The Weather Bureau operates in Canada, and in the Pacific, and 
other places. The Maritime Administration, the Civil Aeronautics 
Authority, all of them operate, but we have no agency as such which 
I control which is operating in other countries. 

Senator Monroney. In other words, you have no overseas admin- 
istrative problems ¢ 

Secretary Sawyer. No; except that export control which I handle 
is intimately connected. 

Senator Monroney. But that is all done here ? 

Secretary Sawyer. The operation is done here. 

Senator Monroney. You coordinate that, do you, through the State 
Department? 

Secretary Sawyer. We coordinate that through all of the agencies 
that are interested. The thing is from the standpoint of policy deci- 
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sions are handled by an interagency committee upon which are repre- 
sentatives of State, ECA, the Military Establishment, Atomic Energy 
Commission, Agriculture, Interior, and every agency I think which 
would have any interest whatever in export ‘control, either from the 
standpoint of short supply or security. 

Senator Monroney. And most of your efforts are conducted as a 
result of that interagency committee; is that right? 

Secretary Sawyer. Well, export control is 1andled completely 2s 
a result of the action of that committee. Only on rare occasions do I 
personally change the decision of that committee. Once or twice there 
have been marked differences of opinion between the agencies, in 
which event I present the matter to the Security Council. 

Senator Monroney. Are you perfectly satisfied with the relation- 
ships existing between your Department and the State Department ! 

Secretary Sawyer. Quite, quite well satisfied. We have had com- 
plete cooperation from the State Department. We have not always 
agreed with them, and they have not always agreed with us, but there 
has been no problem as far as I am concerned in cooperating with them 
in connection with the matter of export control. We have had, as I 
say, some differences of opinion, but they have been ironed out. 

Senator Monroney. You feel as though you are adequately 
informed as to the purposes of the foreign policy that you are carrying 
out on the export controls and other things through the State 
Department ? 

Secretary Sawyer. I am not quite sure, Mr. Chairman, what you 
mean by adequately informed. We have no problem as far as get- 
ting information from the State Department about situations in other 
countries, if that is what you mean. I do not favor setting up a sepa- 
rate representative for the Department of Commerce in the countries 
of the world. I think it is fundamental that the Chief of Mission in 
countries abroad should be the one to handle all affairs there, includ- 
ing economic as well as political affairs. I was an Ambassador once 
myself, and I came to be firmly of the opinion that that was the only 
sound way by which we should be represented. 

When there is a separate economic agency operating independently 
of the Chief of Mission it tends to create confusion in the minds of 
the officials of the country that we are dealing with, and, furthermore, 
it is much better to have a unified operation in the country, and there 
is no reason on principle and certainly every reason from a practical 
standpoint why economic as well as political considerations cannot be 
handled except through one source or one control. 

Senator Monroney. U p to several years ago the commercial attachés 
were appointees of the Commerce Department, were they not ? 

Secretary Sawyer. It was several years ago. When I was Am- 
bassador they operated under me, but they ‘had a definite role as 
commercial attachés. 

Senator Monroney. Now they are a part of the Embassy staff? 

Secretary Sawyer. They were then. 

Senator Monronry. Are you satisfied with the present interde- 
partmental committee system of parceling out these various duties 
and assignments to the various executive agencies ? 

Secretary Sawyer. I am satisfied with the committee that operates 
with me in connection with export control. I am not sure what 
other committees you refer to. If you mean am I satisfied with the 
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dispersal of activity, I am not satisfied with it, but I do not believe 
that you will ever overcome that. 

What I fear, if there is a so-called over-all agency created, you will 
not eliminate the various activities of the Departments, you will 
simply add one more agency to those operating. Experience indicates 
that, and I do not see why it should not follow. 

Senator Monronry. In other words, the coordinated committee is 
preferable and would be preterable to an agency that was handling 
all of our overseas activity? You would rather have our established 
agencies doing the work under the direction and coordination of the 
interdepartment committee as it is now than to set up a new agency ? 

Secretary Sawyer. It is not quite as simple as that. What we 
have is the ECA operating. Originally it was set up to do a restora- 
tion job in Europe. It is now spread out and operating in various 
parts of the world except for South America. We have a State De- 
partment that is performing functions, for instance, in connection 
with point 4. 

You asked about how we get along with other agencies or the State 
Department. I can say that in comnection with point 4, which I 
believe has been well conducted, there has been no friction or trouble 
at all. The State Department has gone to other agencies ‘and asked 
for advice and help, which has been furnished in the area projects 
which they have proposed to undertake and are undertaking. 

Now there is no coordination by one over-all committee, if that is 
what you had in mind, at least so far as I know. There is a com- 
mittee of which Mr. Foster is chairman now, recently created by 
Mr. Wilson and General Clay, the function of which I think, the 
theory of which, is to coordinate the activities in connection with 
foreign aid and trade, and so forth. Just what it has contributed 
up to the moment I do not know, but I do know that the existing 
agencies have not ceased to function, and I do not think they will, and 
their interests will be retained. 

For instance, I heard the other day of a suggestion that ECA ex- 
plore the whole question of getting minerals from foreign countries. 
That is already being done by the “Department of the Interior. If a 
new agency were created on the theory that they would take all of 
those things over I think the Interior Department would still operate, 
and we would have, as I said a moment ago, two agencies operating 
“ey ud of one. 

I do feel that there can be some accomplishments in the way of co- 
ordination and avoidance of duplication by putting some of these 
functions in the State Department where they would normally go. 
I do think that if it is suggested that maybe the operation there would 
not be of a sufficiently businesslike nature there might be some coopera- 
tion with Commerce and with Treasury and other Departments that 
are in touch with business that might be of help. 

But to take the specific thing that State is operating now, the point 
4 program, it is being: very well operated. I think it is being just as 
economically operated as ECA or any of the other outside activities. 

Senator Monroney. Are you given advantage of the information, 
commercial and industrial information, that the State Department 
gathers around the world, a reporting system where that clears to you 

Secretary Sawyer. Yes, we are given that, and we of course have the 
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Office of Business Economics in my Department, which compiles that 
data, uses it, and turns it over to the Council of Economic Advisers 
and the Treasury and the Federal Reserve Board and other agencies 
of Government, and also to private individuals who want that in- 
formation about our foreign transactions. 

I had here a statement which I did not want to read, but it shows 
the compilation of our exports of goods and services. This was done 
by the Office of Business Economics, which I just mentioned. It shows 
that our exports of goods and services during the 5 years 1946 through 
1950 totaled $81.9 billion. Imports, including income paid on foreign 
investments here, were $47.4 billion. The excess of exports was $34.5 
billion, and that was paid for or financed by $2.6 billion in the liquida- 
tion of foreign assets that. were in the United States during the time; 
$0.9 billion by sale of gold to the United States; $13.3 billion through 
loans and investments that we have made, and interestingly enough, 
$20.8 billion through gifts by the United States Government. 

_ That is the type of information which the Office of Business Eco- 
nomics gets up, and I happen to have it in this statement. 

Senator Monroney. Are you familiar with the report of the Brook- 
ings Institution concerning the administration of affairs in overseas 
activities ¢ 

Secretary Sawyer. I read the one that was sent to me some 2 or 3 
weeks ago, but I understand it has beem revised: and changed, and I 
have not seen the last edition of it. 

Senator Monroney. In your opinion does this report cover the 
field so completely as to make unnecessary the type of thing proposed 
by the pending bill? 

Secretary Sawyer. As I interpret the pending bill it does not deal 
with the same thing at all. The Brookings report deals, as far as my 
department is concerned, with the theory about who shall operate 
foreign aid, who shall operate export control, and generally im the 
preliminary statement favored some coordination. I saw a refer- 
ence I think in the paper to their latest suggestion, which was that 
the State ee and ECA try to get along together. 

That was about the substance of it as I understand it. The Brook- 
ings report I think has done what the Rockefeller report and the Gray 
report did, which was to theorize about our obligations and opportu- 
nities in the way of foreign economic aid, but it ‘did not undertake in 
any Way to investigate how the foreign aid had operated. They did 
not send anybody over to Paris or Korea or London to see how many 
men were employed or what they did and how the money was spent, 
which I thought was the main purpose of this bill. 

Senator Monroney. I think the main purpose of this bill as I 
understand it is to set up an administrative organization, whether 
it be a new agency or some kind of machinery to avoid any duplica- 
tion if possible and to coordinate the activities so that they will be 
all going in one general direction instead of each program operating 
independently without reference to the things that the other agencies 
are doing. I do not understand this to mean that it would be an in- 
vestigation of the performance of the job, but rather an investiga- 
tion to see what organizational machinery could strengthen and make 
more clear and definite our administrative proc edures. 
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Secretary Sawyer. Well, of course it does say with respect to 
means for coordinating and integrating such activities. 1 had as- 
sumed that the primary thing it ‘would do would be to actually get 
into the field and see how the things work. 

Senator Monronry. My theory is that it is to carry out the direc- 
tive or start that the Hoover Commission made in their recommenda- 
tion. Senator Ives said that they were spending a great deal of 
money there, and it was necessary to have some central control to 
avoid a multiplicity of programs growing up. 

Secretary Sawyer. I think that undoubtedly money can be saved. 
I am not so sure that it will be saved by setting up another new and 
independent agency. As I said a while ago, my fear is that you will 
just set up another agency. I think undoubtedly investigation would 
show where money can be saved, and my own feeling is that so far 
as you can coordinate, and I do not think it can go to the theoretical 
limit suggested, as far as you can coordinate the activities it should 
be in the State Department. 

Senator Monroney. Which is the overseas operational unit? 

Secretary Sawyer. The State Department is the Department that 
deals with other countries, and certainly it should deal with all phases. 

Senator Monronry. Your dealings overseas being what they are 
would probably make you less affec ted. How m: iny employees would 
vou have outside the continental limits of the United States? 

Secretary SAWYER. Outside ? 

Senator Monroney. Yes. 

Secretary Sawyer. Very few. However, the Department of Agri- 
culture, the Department of Interior, the Department of Commerce are 
all interested in a way in overseas activities, but certainly not to the 
extent, not anything like the extent that the Department of State is 
interested and the Military Establishment is also. 

Senator Monroney. Do you have any questions, Senator Dwor- 
shak ¢ 

Senator DworsHak. Mr. Secretary, you have testified that in your 
opinion there is already ample machinery existing to conduct surveys 
and studies of our operations abroad. Can you give us an explanation 
why you think that is more adequate than the proposal contained in 
S. 1166? 

Secretary Sawyer. Well, as I intended to say and thought I had, 
[ am just on principle against creating new agencies either in the 
legislative or executive branches if you have agencies than can handle 
this matter, but that of course is a matter for the Congress to handle 
and not me. It does seem to me that it is not necessary to set up 
machinery as elaborate as this to do the job to be done. 

Senator Dworsnak. Theoretically it should be possible for the exist- 
ing committees to do the job, but anyone who has served on the com- 
mittes of the House or Senate knows that too few serving on com- 
mittees like Foreign Relations or Appropriations have an opportunity 
to study our spending and administrative programs abroad. A pro- 
posal such as we find in S. 1166 would undoubtedly broaden the base 
and enable more Members serving on more congressional committees 
to have a comprehensive understanding of what is actually being done 
abroad, and can there be any harm in that procedure ? 

Secretary Sawyer. I see no harm in it, but certainly if you have 16 
men or 12 men they will spend the same amount of time whether they 
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are characterized as a commission 6r committee. It did seem to me 
that the machinery that should be set up or could be set up does not. 
need to be this elaborate, that is all. You, for instance, have heard it 
said many times that in connection with mobilization you cannot op- 
erate mobilization ia connection with an existing permanent agency 
in Government. 

I do not think that is correct, and I think I proved in my own 
department that it isnot. We are operating NPA, which is what WPB 
did during World War II, and it is operating with all of the problems 
that it has, which are certainly plenty. You are sometimes told that 
you cannot get men from the outside to come in unless you set up a 
separate agency. I assume that about the same feeling is had in con- 
nection with this. 

Senator DworsHak. I do not presume that you are completely satis- 
fied with administrative procedure abroad in the spending of these 
many billions of dollars, are you ¢ 

Secretary Sawyer. No. 

Senator Dworsuak. It can be improved ¢ 

Secretary Sawyer. I am very sure that vast sums of money can be 
saved. I see no reason, for instance, why we should have in Paris a 
staff of several hundred people operating under Ambassador Katz and 
several hundred people in the same city operating under Ambassador 
Bruce. 

Senator Dworsnak. Why is that situation tolerated ¢ 

Secretary Sawyer. Because we have ECA set up as a separate 
agency now. ‘ 

Senator DworsHak. You recognize that there is duplication and 
overlapping in these overseas activities. We already have obvious 
failure or lack of interest in the existing committees. Does not that 
situation which exists abroad today prove the necessity of having some 
additional committee to do this survey job ¢ 

Secretary Sawyer. I think it indicates, as I said in the beginning, 
that investigation is probably highly desirable. As to how it should 
be done I have offered my suggestion on that. 

Senator DworsHak. Do you think there has been complete co- 
operation between the legislative and executive branches of Govern- 
ment in conducting these spending programs abroad ? 

Secretary Sawyer. I would not know quite how to answer that 
question as to cooperation between the legislative and the executive 
branches. I know as far as export control, which is the thing I have 
handled, that there has been complete cooperation. 

Senator Dworsnak. Of course, by the very nature of our demo- 
cratic processes the executive branch is charged with administrative 
responsibility. But the point I was trying to stress is that if there 
is ineptitude, if there is inefficiency, if there is waste or extravagance 
certainly it is somebody’s responsibility to protect the interests of the 
taxpayers, and there is a need for somebody to recognize those inter- 
ests, and who is going to do the job? 

Secretary Sawyer. I am in complete agreement with your state- 
ment that somebody ought to look after the taxpayer. I think there 
is tremendous opportunity for saving money in connection with all 
of our overseas programs. 
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Senator Dworsnak. I just recall that in the fiscal year 1940 the 
entire revenue collected by the Federal Government was probably 


‘ about $8,000,000,000. I do not recall the current deficit in that year, 


but obviously the President has proposed that we expend overseas 
in 1952 as much as was collected by the Federal Government in reve- 
nue in 1940, so we can see how expensive has become this overseas 
operation. 

Secretary Sawyer. I agree with the implication of your remark, 
that it has become so large that it is of great moment to us as tax- 
payers, | put us all in the same category, and as I said at the be- 
ginning I certainly think that an investigation of our overseas policies 
is in order. 

An investigation of the administrative features of it, in other 
words, which 1s what this bill says. 

Senator DworsHak. You think that there is now machinery to do 
the job rather than to create a new agency 4 

Secretary Sawyer. I think it is a mistake to create new agencies 
in the executive branch, and by the same process of thought it would 
seem to me that it could be handled by some existing committee in 
the legislative branch. I certainly agree that an investigation of the 
administrative units overseas would be in order. 

Senator Dworsuak. Of course, we realize that under the reor gan- 
ization plan adopted in 1946 the number of the Senate committees 
was cut down quite a bit. So that when we set up an agency to do 
the specific job we probably are not violating the logic of that by 
proceeding with limited numbers of committees. 

Secretary Sawyer. I did not mean to imply that you were violat- 
ing any logic, I thought perhaps it would be simpler to do it the 
other way. 

Senator Dworsuak. You do think that a survey or study is in 
order. 

Secretary Sawyer. I do. I think it is a desirable thing, as I said 
at the beginning, for the executive branch to be subject to investiga- 
tion and particularly in connection with activities as diverse as this 
foreign aid, that it would be seund to do it here. 

Senator Dworsuak. That is all, Mr. Chairman. 

Senator O’Conor. Mr. Secretary, you are very frank as you always 
are. I was wondering if you would elaborate a little more for us in 
regard to the present situation in which you do see some duplication 
of effort, maybe which was inevitable, in Paris, for example. Do you 
know of any effort being made presently to curtail that or to remedy 
that in connection with the possible overlapping between Ambassador 
Katz’ group and that of Ambassador David Bruce / 

Secretary Sawyer. Well, I understand that the ECA is consider- 
ing the question of reducing its force. Of course, as you know, con- 
sideration is being given to the possibility of moving ECA into the 
State Department or putting the whole economic thing i in ECA, I 
do not favor that latter because ECA was set up asa tempor ary agency, 
which I think it should be. Once you create a permanent agency 
whose sole job is to dispense foreign relief, it seems to me the incentive 
to spend the taxpayers’ money will be much greater in that one agency 
than it would be under the present svstem. 
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For instance, one of the things that I think is suggested in “4 
Brookings report, and it was suggested in the Rockefeller report, 1 
that we should have an agency ‘whose sole interest is in dinsenathe 
this aid. There would not be any brakes on the machinery under 
those circumstances. 

Now in connection with export control, where we deal with items 
in short supply in this country, we are continually faced with the 
problem of how much material we will ship abroad and how much we 
will keep here. If the agency that handles export control were in- 
terested only in getting shipments abroad there would not be that 
balancing of considerations, which I think is absolutely necessary. 

Senator O’Conor. And just another point. Mr. Secretary. You did 
state, did you not, that in your opinion the Brookings report does not 
cover the situation completely in your opinion ¢ 

Secretary Sawyer. Well, I have read the chapters of the Brook- 
ings report that dealt with matters in my Department; that is, in 
which my Department was interested. But the report I read was a 
preliminary report, and I have not seen the final copy, so I do not know 
what recommendations they may be. 

As a matter of fact, it was a careful survey, theoretical survey, 
of the operation which I do not think is a substitute for actual on- 
the-ground investigation. In other words, if your committee should 
undertake, or if this bill should pass or some similar investigation 
should be undertaken, what they should do is to go over there and 
see how the things work, see how many employees they have in 
London, Paris, and Seoul. 

Not Seoul at the moment of course. Before the war began we 
had 500 ECA employees in Seoul; as a matter of fact, they had almost 
as large a group there as they had in Paris. In my judgment that 
would be the benefit of investigation. It would be practical, it 
would be on the ground, and it would I think undoubtedly produce 
economies. 

Senator O’Conor. I was wondering if they were any other re- 
spects in which even the tentative report was insufficient or did not 
adequately cover. 

Secretary Sawyer. I would not feel qualified to comment on that 
report, first of all because I have not seen the final report. They went 
into great detail balancing the considerations that were moving them 
in order to come up with a conclusion, 

Senator O’Conor. The principal point was whether you = that 
the report as you read it obviated the necessity for a bill or some 
such proposal as is covered by this bill. 

Secretary Sawyer. No, I do not think so. 

Senator O’Conor. Are there any further questions ? 

Senator Monroney. No questions. 

Senator O’Conor. Senator Dworshak ? 

Senator Dworsnaxk. No questions. 

Senator O’Conor. Thank you very much, Mr. Secretary. 

Secretary Sawyer. Thank you very much indeed. 

Senator O’Conor. Mr. Pollock? 
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STATEMENT OF JAMES K. POLLOCK, PROFESSOR OF POLITICAL 
SCIENCE AND CHAIRMAN OF THE DEPARTMENT, UNIVERSITY 
OF MICHIGAN, FORMERLY A MEMBER OF THE HOOVER COM- 
MISSION 


Senator O’Conor. For the record you are Mr. James K. Follock? 

Mr. Potiock. That is right. 

Senator O’Conor. Mr. Pollock, of course you are known to the 
committee and known favorably. Just for the record I think I might 
say that you are a professor of political science and chairman of 
the department at the University of Michigan. I might also say 
that the Government was fortunate in having you as a member of 
the Hoover Commission. 

Mr. Pottock. Thank you. 

Senator O’Conor. Would you be good enough to give us the benefit 
of your views on this matter? 

Mr. Potiock. I would be very glad to do so. I have just a very 
brief statement, which I can read as a sort of springboard for further 
questions. 

Senator O’Conor. If that is in accord with your own wishes we 
would be delighted to have you read it and make any supplemental 
remarks that you wish, and then we will possibly have some questions. 

Mr. Potiock. Thank you. 

I am pleased that the committee is again giving consideration to a 
bill similar to one passed in the last Congress. In my opinion, no 
subject except our defense and security is more important than the 
administration of our vast overseas affairs. Whether we realize it or 
not, this is a new epoch in our international life. No other country in 
the history of the world has ever had as complex foreign problems con- 
fronting it as the United States today. The administration of our 
overseas affairs is larger and more difficult, as I think Senator Dwor- 
shak stated a few minutes ago, than the whole Federal Government 
in the mid-thirties. What we do in this important field not only 
affects the welfare of this country, but it also seriously affects the 
whole world. Congress, therefore, should give its very best thought 
to this problem. 

Let me put this subject first of all in perspective. What is the ad- 
ministrative job confronting us overseas? As has been indicated in 
previous testimony, it is expected that appropriations and expendi- 
tures for overseas activities will run considerably above $10 billion. 
It is difficult short of a complete study to know exactly how many dif- 
ferent units of Government are presently concerned with expenditure 
of these vast sums. Perhaps the Budget Bureau could furnish that 
information, but at any rate at the present moment I do not know 
how many there are. I do know that in every corner of the world, 
Americans are at work carrying out plans presumably worked out in 
Washington for dozens of different purposes. My own experience 
is that they are not all worked out in Washington because sometimes 
when you do not get a decision from W ashington you have to make a 
decision on the spot. 

Without passing comment upon the desirability of any of these 
programs—that is another matter—it is very clear that many of them 
have been thrown together without much thought. Staffs have been 
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improvised and programs have often not been coordinated across the 
boards with other related Government programs. It is difficult for 
me to criticize anyone in particular for this state of affairs since so 
many of our responsibilities have been thrust upon us. But, today 
we stand at the threshold of not fewer but apparently more overseas 
programs without having any master policy or any master plan. 

Two years, ago, the Hoover Commission recommended a study of 
this whole field. President Hoover, Commissioner Mead, and I were 
so convinced that there had to be some organizational home around 
which such programs should be centered, that we recommended the 
establishment of an administration for overseas affairs immediately ; 
that was in 1949. 

Had this been done, I believe that some of the confusion which now 
exists might have been obviated. The Senate, in response to this 
recommendation of our Commission, did pass a bill for the creation of 
a study commission, but, because of inaction by the House, nothing 
was done. Today, therefore, we are back at the starting point. 
Meanwhile, several important studies, such as the Gray report, the 
Rockefeller report, and the Brookings report, have all demonstrated 
the importance and urgency of developing both policies and organi- 

zations to give effect to policies in the overseas field. 

It seems to me to be the clear duty of Congress to act at once to 
inform itself, and I also add the public, of the total situation and what 
measures should be taken to give this country both a program and 
an organization not only suited to the problems of the day but also 
of tomorrow. As I see it, this problem of overseas administration 
must be dealt with as an urgent matter in dispute between the execu- 
tive and legislative branches. It is quite impossible, I think, within 
a strictly bureaucratic framework to settle the problem. Congress 
needs to inform itself and to be given a well-prepared report and pro- 
gram upon which it can act. Congress needs outside help of a high 
order, capable of hammering out a solution, as my late lamented 
friend, Arthur Vandenberg, did with the Marshall plan and the ECA. 
Today, of course, the problem is larger, more complex, and more 
prejudiced by pulling and hauling both within the executive branch 
and between the Congress and the executive. 

I feel, therefore, that the Congress, using S. 1166 as a basis, should 
rewrite the sections about organization and membership—I will com- 
ment on that in a moment—the time for report, and enlarge somewhat 
the duties provided, and pass the bill as promptly as possible. 

Overseas problems are not merely economic. In fact, some of the 
largest ones today are political. And, even where the basis is eco- 
nomic, the decisions have the widest political repercussions. 

I would not want to indicate my own thinking now about the kind 
of organization which is needed in this field until ‘further study demon- 
strates every facet of the problem. I was perhaps a little more ready 
2 years ago than now. I would want more study of the situation at 
this time. Although I have been a close student of this subject. for 
several years, I would hesitate to move to set up any kind of organ- 
ization now until further study cleared up for me several dark aspects. 
I can say. however, that until Congress establishes some kind of an 
organizational home for our overseas affairs, and until we can develop 
a trained corps of career public servants, who are neither military 
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nor diplomatic, but mostly administrative and technical people, we 
will waste a lot of our money and run the risk of bringing American 
programs into disrepute. 

I feel that both policy and organization should be studied. Actu- 
ally, in the foreign affairs field, “the larger questions of organization 
and administration become questions of public policy in a very real 
sense, and, although we cannot expect perfection, at any rate, we can 
have a policy and an organization to effectuate that policy. 

My own feeling is that the public needs to understand our over- 
seas affairs as well as the C ongress, and no inside job within the ex- 
ecutive branch is ever going to accomplish this important purpose 
of keeping our citizens informed. 

May I conclude by saying that the experience T had on the Hoover 
Commission, an experience which, in many respects, was quite a shat- 
tering one, has at least impressed upon me the necessity for thorough- 
going objective evaluations of important situations. When so much 
is at stake, and when the problems are so large, the Congress would 
be well advised to take special steps to give it the knowledge and ad- 
vice necessary to sound action. 

Mr. Chairman, that is just a general statement. 

Senator O’Conor. I was very much interested in your comment 
that from the time approximately two years ago when you did give us 
the benefit of your views that there has arisen 1 possibly some doubt or 
at least a lack of information upon which you would like to base a 
final conclusion as of this minute? 

Mr. Pottock. That is right. 

Senator O’Conor. In other words, as to the precise type of organ- 
ization. Could you give us any further enlightenment on that as to 
just what developments there have been that cause you to be some- 
what in doubt now as to the precise nature of the set-up ? 

Mr. Potiock. Our responsibilities have been so greatly enlarged. 
We have developed the point 4 program, the military assistance pro- 
gram, we are tying in and largely financing United Nations programs, 
which have a big impact on owr administrative structure. 

Senator O’Conor. Very true, Mr. Pollock, and that all adds up to 
the fact that there is greater need now than there was 2 years ago 
for such a study as is contemplated here? 

Mr. Poxtock. I certainly think so. 

Senator O’Conor. I should like to ask you whether in your opinion 
there is any one place in the Government where it is possible to as- 
certain, for example, the nature and the extent and the administrative 
machinery of our overseas operations ¢ 

Mr. Pottock. Pi ‘esumably the Budget Bureau should be in posses- 
sion of such information, but the Budget Bureau, and I would not 
know exactly what the reasons were, but in any case the Budget Bu- 
reau felt that it was desirable to make a contract with the Brookings 
Institution to survey this whole field, or at least part of it. We are 
not sure at the moment whether it is covering the whole problem be- 

‘ause even in the midst of the Brookings study new programs and 
new responsibilities have arisen. 

I presume that the Budget Bureau as the organization center of 
the executive branch should be in ¢ omplete possession of this, although 
knowing the organization and knowing how it operates are two dif 











60 OVERSEAS ACTIVITIES OF THE GOVERNMENT 


ferent things, as Mr. Sawyer just pointed out. It is rather important 
to know how these things operate overseas. There my own experience 
is pretty largely limited to my experience in Germany in the occu- 
pation together with the survey I made for the Hoover Commission 
at. the time the ECA was being set up, to see something of the impact 
of that organization on our diplomatic establishment. 

Senator O’Conor. Mr. Pollock, mentioning as you do the Brook- 
ings report, are you familiar with its contents ¢ 

Mr. Potiock. It was sent to me I presume on a confidential basis 
to review. I have not seen the conclusions. I have only seen the 
descriptive material. 

Senator O’Conor. I was wondering if you feel at liberty to com- 
ment on it simply for our benefit ? 

Mr. Potxock. I think it would be improper for me to do so because 
it was sent to me as a person interested in the field, and I did not see 
and have not seen any of the conclusions, even the conclusions at the 
end of the different chapters. 

Senator O’Conor. I see. Now you mentioned, Mr. Pollock, in your 
statement a question as to the time or date of reporting ? 

Mr. Potiock. Yes. 

Senator O’Conor. Is there anything further that you would like 
to say on that? 

Mr. Potxiock. I think the actual structure of the commission, its 
duties and the time when it should report, should be changed. I say 
that for these reasons: First of all 1953 is too late. I have already 
pointed out that we have wasted 2 years. I find that in the state- 
ment here of one of the agencies, I believe it was the Budget Bureau, 
that said something about decisions having to be taken within 2 or 
3 months. 

Of course they might have thought of that 18 months ago when 
such a study could have been started. If time is working on their side 
it is also working on your side, and I should a that the proposal 
should be changed to require a report within a ye L would prefer 
within the year rather than waiting to the end ‘of the year, but I 
should think from my observation of such special surveys that it takes 
you a couple or 3 months to get a reasonably good staff together 
and get everything organized within this vast structure here. 

Then I should think that within 6 months, considering that some 
of the ground work has already been covered by the Roc ckefeller re- 
port, and presumably also by the Brookings report, it is not merely 
a case of digging up new material. It is very similar to what we 
had on the Hoover Commission many times, studies had been already 
prepared, and it was a case then of bringing them up to date and 
evaluating them. 

It seems to me that what we need at the moment is some additional 
information, and a good deal of prayerful deliberation about the value 
of the recommendations that have been made. I think that part could 
be completed within 6 months, leaving another 3 months for the 
final preparation and presentation of the report. I should think that 
a year would be an adequate time for such a study, and from other 
points of view it is rather urgently needed. 

Senator O’Conor. Yes. 
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Mr. Potitock. We have already waited quite a while. I do not 
think it is going to damage us to wait a bit longer, to wait a year 
longer, to get a sound proposal and a sound program. 

Senator O'Conor. A year you might say from the time the commis- 
sion is set up? 

Mr. Potiock. That is right. 

Senator O’Conor. Mr. Pollock, in regard to the problem of inter- 
departmental coordination, do you think that assuming such a com- 
mission is created, it would be highly desirable for suc ha study to be 
made with respect to the interdepartmental coordination relative to 
the handling of foreign affairs and overseas administration / 

Mr. Potock. I should think one of the key points that would 
have to be studied would be whether the existing machinery of inter- 
departmental coordination is reasonably efficient and whether some 
hetter means might be established. My own observation is that we 
have learned a great deal in a few years, and we have improved, I 
think, a great deal in a few years, 

When I compare our experiences in the early days of our occupation 
with our experiences now I see progress, but I am not sure that the 
progress is enough. 

Senator O’Conor. Yes. I was going to ask you whether you con- 
sider it adequate as of the present time or whether you think there is 
room for improvement ¢ 

Mr. Potzock. I do not think anybody in an operating position in 
his franker moments would admit that it is adequate or entirely satis- 
factory. 

Senator O’Conor. Thank you very much, Mr. Pollock. 

Senator Monroney ? 

Senator Monronery. In your testimony on page 3, Dr. Pollock, you 
mention that you feel we should rewrite the section about organization 
and membership ? 

Mr. Potxiock: Yes. 

Senator Monroney. And the time for the report. Would you elab- 
orate on what you think the membership should be / 

Mr. Pottock. I have a notion that a strictly congressional and 
executive commission, as I believe is provided in 8. 1166, leaves out 
citizen members. You may think that I am speaking now too much 
for the average citizen, but Thavea pretty deep conviction based upon 
my experience with the Hoover Commission, and my study of similar 
bodies, that Congressmen and Senators being terribly busy people— 
and I need not elaborate on that in your presence—the actual fact 
of the matter is, and I am sure your distinguished chairman of this 
committee, Senator McClellan, if he were here would agree with me, 
that it is very fine to have such members on a body. But if you 
expect the work to get done because of their presence on that body, 
you are expecting the impossible. 

The same stricture I would say applies to the people in the exec- 
utive branch. Suppose you put the Secretary of Defense, the Secre- 
tary of State, the Director of ECA, the Director of the Budget, on 
such a commission. You would find that they could not. actually carry 
on the work of the commission, however much they contributed to its 
judgment and conclusion because they are too busy, as Congress is, 
to make such a study. 
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You could not expect them to do the going part of the work of that 
commission. Iam sure that our distinennled chairman, Mr. Hoover, 
would agree with me, that most of our work had to be done by the 
public members. I do not mean that we made the decisions, I mean 
the actual moving toward the decisions always had to be done by the 
public members. 

There is another reason, not merely to get the work done, but the 
evaluation of the problem, it seems to me, is very important. You 
are involved in a maelstrom of conflicting pressures of one sort or 
another. The executive branch has its own jealousies, and is inter- 
ested in preserving its position. You have to have some evaluation 
of the organizational jealousies, the conflicting policies that are in- 
volved, and I do not know how you are going to get that better than 
through a special commission. 

Maybe there is no perfect way to do it, but I do not know how you 
are going to get a solution better than to bring in outside persons of 
competence, standing, prestige, in whom you have confidence and in 
whom the country has confidence. Then you will have a report that 
can stand on its own legs. 

That is the reason I think that the bill should be changed to include 
public members as was the case with the Hoover Commission, as well 
as to have Members of the House and Senate and representatives of 
the executive branch. 

I also think it is highly desirable to preserve the bipartisan nature 
of such a survey because here you are working in a field which is 
setting up policy and organization for a long time to come. 

If we avoid a war, as I am hopeful we w ill, we will probably have 
a long period ahead of very active programing and administration 
of projects all over the world. 

Senator O’Conor. I would like to break in for a moment at this 
point. On that score you could assume that there is pretty general 
agreement as to the desirability of the bipartisan end. As a matter 
of fact, it was probably an ove arsight in not putting it in in the first 
place. I think it was one of those things that happened to be lost 
sight of for the moment. I would feel confident that there is general 
agreement of having it in, and it would be in. 

Mr. Potiock. Being a person in a detached position where I can 
observe the processes of Government at work, I necessarily feel the 
importance of getting the views of people who are not merely in- 
formed of the everyday working of these problems, but who also look 
on this problem from the outside. We have had that of course with 
the Rockefeller report, too, one of the conclusions of which was that 
there should be some administrative center for the overseas economic 
activities of the Government. 

Of course both the Gray report and the Rockefeller report, both of 
them, were limited to the economic field, and there are many prob- 
lems that are just not economic. 

Senator Monronry. Is it your personal feeling that if the reor- 
ganization were to be effected that all of the economic and, say, non- 
diplom: itic activities should be centered in one overseas organization ? 

Mr. Pottock. I said, Senator, when you were out of the room that 
I preferred not to comment upon what I thought was the desirable 
organizational arrangement now because I need to be filled in a good 
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deal since I agreed with President Hoover and Comissioner Mead 
in 1949 that we needed such an agency. 

Senator Monronry. Let us turn it back and discuss what you 
agreed to then. 

Mr. Potzock. Then we agreed that there should be one adminis- 
tration of overseas affairs. 

Senator Monronry. You mean that would absorb, then, the State 
Department as well as ECA ¢ 

Mr. Pottock. No, no. It would become in a sense an operational 
administration, State Department programs not being primarily op- 
erational. Asa matter of fact, in one of our reports on foreign affairs 
we pointed out that as a matter of principle the State Department 
has always been anxious to avoid operational programs. We made 
one exception in the case of the cultural programs and the informa- 
tional programs because we felt that there was no better place at the 
moment in which to put them, but the whole status and administra- 
tion of informational programs and cultural programs might very 
well be reconsidered in the light of developments in the last 2 29 years. 

Quite obviously, as Secretary Sawyer pointed out, there has to be 
the closest kind of relationship between our principal agency abroad, 
the State Department, heads of missions, and so on, and any other 
agency that is set up. The trouble now is that you do not have one 
agency, and if you go to Paris or London or Athens or anywhere, 
you will find representatives from almost every agency in W ‘ashing- 
ton, and presumably they all clear through the he: ad of the mission. 
but it is a whole lot easier if they come from one agency than if they 
come from a good many others. 

That was my thinking 2 years ago. I still find it applicable to a 

certain extent today, but I would like to know a little bit more before 
I came to a final position. 

Senator Monroney. Your operational activities then would not in 
any way include the State Department ? 

Mr. Potiock. Definitely not. The State Department has its mis- 
sion of representing this country abroad, of negotiation and com- 
munication and information. This has nothing to do with that. 

Senator Monroney. I was on the original Herter committee, so- 
called, where we felt it would have been impossible to throw that op- 

erational job on the State Department. Of course, it has resulted, 
as was testified earlier, in apparent duplication, in Paris and some 
of the other great capitals. One is a business-management job of 
purely economics, and the other is purely a matter “of diplomatic 
relations. The two are not necessarily overlapping. 

Mr. Potiock. The same person cannot do both Jobs equally well, 
and that is why I said that what we needed was not merely some 
kind of an organization home, but also a trained corps of servants, 
not diplomatic, not military, because that is already represented, 
their jobs are already cut out for them. But it is this new type, you 
might say, of operational administrative technical activities to which 
we referred when we were talking about overseas activities. 

Senator Monronry. Would not point 4 be somewhat more on the 
economic rather than the diplomatic side ¢ 

Mr. Potvock. If you call public health economic. 

, oe Monroney. Point 4 deals with a lot more than public 
realth ? 
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Mr. Pottock. Yes, but in any kind of program dealing in under- 
developed areas you have all kinds of specialists, not just economic 
specialists. Within the rather rigid framework of the Army and 
of the Foreign Service you get a certain type of foreign servant. 
Within the ECA, within military government as we have had since 
the war, you are able to attract other types of persons. The trouble 
is that you get them for a year or two, and then they return home. In- 
stead of having a sustained set of oe people who could be 
moved from this project to that project, because after all there are 
great similarities in all of these programs, we have to go out and re- 
cruit more people and there is the resultant confusion. 

Thus far we have been fortunate. I think ECA has done a re- 
markable job in getting highly competent people to do jobs on a 
short-term basis. I think the same thing was true with the military 
government in Germany and Japan, but that is not the w ay in the 
long run to do the job. You cannot do it by recruiting Army men 
or diplomats. 

This is an entirely different job, and of that I am convinced. 

Senator Monroney. That is all I have, Mr. Chairman. 

Senator O’Conor. In respect to the composition of the commission 
it would be desirable, would it not, if the pattern of the Hoover Com- 
mission could be followed in general? You have given of course 
some suggestions as to what representation there should be from the 
various segments. 

Mr. Potxiock. I think so. If I could make any suggestion different 
than that it would be to maybe add another or two members from 
the public because they are the ones who in practice will do most of 
the work. You need not so much chiefs but a few Indians. 

Senator O’Conor. Of course the feeling was entertained before 
that possibly equal representation, there was some value or some 
benefit to be derived from having it said that there was not any 
disproportionate representation. 

Mr. Potiock. I think that is true. 

Senator O’Conor. I was wondering whether or not with the execu- 
tive branch attitude toward the bill, on the theory that the Gray and 
she Rockefeller and the Brookings reports covered the job adequately, 
whether you have any opinion as to whether the reports do just that. 

Mr. Pottock. I disagree with those opinions. They do not cover 
the subject, and they definitely do not achieve what I have indicated 
it is my opinion should be achieved, and that is agreement between 
the executive and legislative branches with the public being taken 
in on this, in one of the greatest decisions the Congress will have to 
make. 

It seems to me this is too big for it to be hatched up within just a 
bureaucratic nest of even a congressional committee. This is a ter- 
ribly big public problem, and I think therefore that however it might 
have been solved 2 years ago or 4 years ago by a forehanded agency 
not. disturbed by current problems and looking into the future and 
saying, “This is the way we should do it,” that has not been done. 

The result now is that there are a lot of plans, and it will be difficult, 
as it always is, to get complete agreement on any means or device that 

can be utilized to get the broadest possible agreement on what is 
eaventially one of the greatest public problems. 











OVERSEAS ACTIVITIES OF THE GOVERNMENT 65 


Senator O’Conor. Are we safe, then, in assuming, Mr. Pollock, 
that the Hoover Commission in including the recommendation which 
it did as to the desirability of such a survey as this had in mind that 
a full-scale investigation would be desirable, a full-scale investigation 
such as contemplated by this bill ? 

Mr. Poxtxock. That is exactly what it says, “The Commission there- 
fore recommends that the Congress direct a comprehensive study to 
be made of the entire problem of overseas operation and administra- 
tion.” 

Senator O’Conor. Thank you, Mr. Pollock, ever so much. 

Mr. Potiock. Thank you, gentlemen. 

Senator O’Conor. I understand that Mr. Donald McLean is not 


here but that he will submit his statement, which we welcome for the 
record. 


(The statement referred to follows :) 


CiIrIzENS COMMITTEE FOR THE Hoover Report, 
Washington 5, D. C., June 12, 1951. 
Mr. WALTER REYNOLDs, 
Chief Clerk, Senate Committee on Expenditures in the Executive Depart- 
ments, Room 249, Senate Office Building, Washington, D. C. 

Drak Mr. Reynowps: I have been in communication with Mr. Donald H. Me- 
Lean, Jr., of the Socony-Vacuum Oil Co., Inc., New York, N. Y., regarding his 
submission of a statement to the Subcommittee on Reorganization. Mr. McLean 
was special assistant to Gen. Lucius D. Clay, Military Governor of Germany. 

Mr. McLean has suggested that the most pertinent material he can supply is 
set forth in the attached article by him from the New York Times, Sunday 
Magazi@ section, April 10, 1948. 

This article sets forth the need for a career corps of qualified overseas 
experts. Now, 2 years later, nothing has been done. Mr. McLean points out that 
the study of such matters as the creation of a career corps of administrators is 
the type of work which has not been done to date by anyone in Government and 
which should be done by the proposed Commission on Overseas Activities. 

Mr. McLean's article is submitted herewith for the record. 

Faithfully yours, 
Rosert L. L. McCormick. 


[The New York Times, April 18, 1948] 


STATEMENT oF DonaLp H. McLEAN, Jr., oN OrHeR ForEIGN AID ProGRAMS WE 
Have IMPROVISED; TO MEET THE PRESENT NEED WE ARE URGED to TRAIN A REAL 
CokPs oF SPECIALISTS 


WANTED: EXPERTS TO BUN ERP 


Even since 1942 the United States has been troubled by the problem of finding 
the trained specialists required to.administer overseas economic programs. The 
recent enactment by Congress of the European recovery program, more Commonly 
known as the Marshall plan, has made this need more acute than ever. It is not 
going too far to suggest that successful application of the Marshall plan—which 
in turn is directly related to the success or failure of American efforts to Contain 
communism and prevent war—will be achieved only if properly trained specialists 
can be found to administer it. 

At present few such experts are available in the Government, Although many 
Americans had experience in this field during the war in the Armed Services and 
in various civilian agencies, such as Lend-Lease and the Foreign Economic Ad- 
ministration, there have not been sufficient inducements to attract them to stay 
in this important Government work as a career. The reason for the absence of 
such inducements in that we have never recognized the fact that the Marshall 
plan and similar programs require not merely men but men of unusual competence 
with specialized training and experience. 

Competence in foreign affairs entails more than a yellow pad, a pencil, and the 
ability to make money. A salesman from Cleveland is not qualified to head an 
economic mission to Italy merely because he has been a successful businessman ; 
the fact that he knows his own business is no assurance that he will understand a 
program which presents entirely different problems—and in a foreign land. 
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A sick man calls a doctor, not a lawyer. A shipowner hires seamen, not 
farmers. Administering foreign aid is every bit as specialized as curing the sick, 
running a ship, or selling goods in Cleveland. And it has more complicated rami- 
fications. It has become a national necessity that we recognize that such jobs 
demand a unique skill. 

The need for qualified overseas experts is by no means limited to the Marshall 
plan. Almost since the end of the war, trained personnel have similarly been 
needed by American occupation authorities in Germany, Austria, Japan, and 
Korea. In those places, the Army has tried to recruit civilians to replace Army 
officers wherever possible. 

The greatest difficulty has been encountered in filling positions of responsibility. 
When Congress passed the $400,000,000 aid program for Greece and Turkey, for 
example, no properly trained personnel were available to administer it. After 
weeks of telephoning around the country, a staff was finally organized and rushed 
off to Greece, a country most of them had never seen. It was strictly a pick-up 
team improvised to meet an emergency. 

What can be done about this urgent and lamentably unrecognized problem? We 
‘an continue to call on the Army, but that pleases neither the Army nor the 
public. We can follow a suggestion recently advanced and try to recruit civilians 
with wartime experience to get the Marshall plan under way, but this would be 
only a temporary solution even if we could persuade qualified men to take the 
jobs. We could expand the State Department’s Foreign Service, but Congress 
seems reluctant to lodge the administration of overseas occupation and rehabilita- 
tion programs With State. 

The only solution that will meet all the conditions of this problem is the 
establishment by Congress of a drastically new and long-range personnel pro- 
gram. 

As soon as is humanly possible, the Congress should authorize the creation of an 
Overseas Administration Corps which would constitute the framework for the 
development of a trained body of civilians to be used in the administration of 
the Marshall plan and for similar civilian tasks in the occupied countr#s. The 
corps should have a special standing comparable to that of the Foreign Service. 
It should have its own administrator and its own training program; its members 
would be available to any Government bureau or program that needed them, and 
would constitute a constant pool of highly trained and qualified specialists. 

The corps would have grades and salary classifications. Compensation would 
be worked out so that the highest grade would receive the highest amount that 
Congress would approve—at least $15,000 per year, and, if possible, $20,000. 
(The author personally considers the work important enough to warrant a con- 
siderably higher figure, but has observed a consistent reluctance on the part of 
Congressmen to approve salaries in excess of their own $12,500 incomes. ) 

Provision would be made for adequate retirement benefits. In the unlikely 
event that the work for which the corps was organized should cease, members of 
the corps not eligible for retirement would have their choice between transferring 
to the Foreign Service without prejudice, and receiving terminal-leave pay com- 
parable to that veterans received at the end of the war. 

The size of the corps would be determined by estimating our long-range needs. 
There are at present several thousand people directly engaged in military govern- 
ment in Austria, Japan, Germany, and Korea. It has been estimated that ap- 
proximately 1,000 persons will be required to administer the Marshall plan. 
The author suggests the selection of 250 to 500 for the corps during the first year; 
if our needs should expand beyond that point, the corps could readily be ex- 
panded. 

The corps would consist of carefully selected individuals of various ages. 
Every effort would be made to enroll men of outstanding ability, and to take 
advantage of the backlog of talent and experience already available among 
Americans. Promising sources of corps material include college and university 
students who have lived overseas and have acquired some knowledge of local 
problems; competent men now with military government who might prefer the 
corps’ higher standards and greater security; and similar men who left military 
government and other civilian agencies because of lack of inducements for the 
future. 

After a man had been accepted for the corps, he would receive a thorough 
training. His course would emphasize not only the foreign policy of the United 
States for the area to which he would be assigned but also the language, cus- 
toms, history, and habits of the people, including their economic needs and capa- 
bilities. Particular emphasis would be placed upon administrative problems. 
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Such a course need not necessarily be conducted by the Government. It could 
be let out on contract to our colleges and universities which, in recent years, 
have developed curricula readily adaptable to such instruction. 

Following successful completion of the training course, a corps member would 
be assigned to the area for which he had been trained. After a year or two, he 
could be returned to Washington for reorientation and home duty on problems 
with which he was familiar. He might then receive another foreign assign- 
ment. 

The advantages of a program of this nature are obvious. In addition to ful- 
filling the need for highly trained experts whom we now lack, a permanent Over- 
seas Administration Corps would facilitate the transfer of personnel as the 
needs of the Government change. It would result in a continuity of service 
which is not now possible because most of our civilians overseas are on short- 
term contracts. 

One of the major headaches of the officials responsible for recruiting over- 
seas personnel has, up to now, been the problem of persuading good men to 
give up their careers for Government assignments when neither security nor 
long-term employment could be assured them. A person is naturally reluctant 
to leave a pension plan for a fling at the Marshall plan. The new corps should 
induce competent civilians to enter Government work with the vigor, enthusiasm, 
and confidence in the future that such enterprises as the Marshall plan demand. 

Resignations constitute another present sore spot. If a key civilian in Ger- 
many or Greece decides on a Saturday night to return home, his only problem 
is a plane reservation. His Government’s problem is far more serious. <A suc- 
cessor must be recruited in the United States. Two months later an inexperi- 
enced replacement arrives. Three or four months after that he may understand 
his job. Under the proposal suggested the keyman would leave only in an emer- 
gency and only after a trained replacement had arrived. 

In addition, the establishment of common standards and objectives, and 
rewards for superior performance, would result in a more vigorous esprit de 
corps. Both the Foreign Service and the Army have learned that these condi- 
tions invariably lead to better morale and a higher level of overseas performance. 

Despite the clear-cut advantages of an Overseas Administration Corps, argu- 
ments are bound to be raised against it. For one thing, critics will undoubtedly 
suggest that good men cannot be induced to forego their business careers for 
$15,000 or even $20,000 a year. The Army and the State Department could 
effectively dispute this contention; both have enticed extremely competent ad- 
ministrators into their service for as little as $10,000 a year. Also, various 
allowances and income-tax benefits increase the purchasing power of the basic 
figure to a point where it compares favorably with similar non-Government 
work. 

Other critics may point out the impossibility of guaranteeing permanent em- 
ployment under programs which Congress may terminate during any session. The 
author has already suggested transfers and terminal-leave pay. Much more 
important, however, is the historic probability that our personnel needs will be 
long term. We have made temporary grants of one sort or another since 1942. 
It is contemplated that the Marshall plan will extend over at least 4 years. All 
the evidence suggests that our Overseas economic commitments, and our need 
for men to administer them, will continue indefinitely. 

The question of time may also be raised—how can personnel be trained soon 
enough to help with the Marshall plan? This question is meaningless for one 
very simple reason: It would obviously be preferable to have trained men take 
over the administration of the plan in 4 or 5 months than to have no trained 
men at all. Also there is no reason why some personnel might not be trained 
on a part-time basis after they have started work. If such training were han- 
dled properly, the average individual would comprehend his job much more 
readily than if he were placed at a desk without any orientation, as often 
happens now. 

There is finally the matter of cost, always an item when congressional approval 
is necessary. In the long run, an Overseas Administration Corps would cost 
nothing—it would actually be less expensive than is our present haphazard 
practice. Today, we are constantly replacing overseas administrators: the new 
men assigned to important jobs are of little or no value for their first 3 to 6 
months. This cost of constant replacement would not exist were an Overseas 
Administration Corps to come into being, and the saving would be greater than 
the cost of the corps’ training program. 
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Whether or not a program of the type outlined in this article is adopted de- 
pends on Congress and the public opinion to which it is so susceptible. If such 
a plan is inaugurated, both the efficiency and the effectiveness of our overseas 
undertakings will be vastly increased. If it is not, our very national well-being 
will be jeopardized. For our future is dependent on the success of such under- 
takings—particularly on the Marshall plan. Unless we attract the best people 
and use them effectively, the Marshall plan may go down in history as one of 
the greatest boondoggles of the age. Our national security and hopes for peace 


would go along. 


Senator O’Conor. I should also like to state that we extended an 
invitation to the Director of the Budget, Mr. F. J. Lawton, to submit 
his views or appear in person if he desired. We have a reply from 
him under date of June 4, addressed to the chairman and signed by 
him as Director, and we would like to include it in the record. The 
gist of the letter is that he considers his views as expressed in his 
letter to Senator McClellan under date of April 24, 1951, to be ade- 
quate, and he does not consider it necessary, therefore, to appear. 

(The letter referred to follows :) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 4, 1951. 
Hon. Hersert R. O*Conor, 
Chairman, Subcommittee on Reorganization, 
Committee on Expenditures in the Executive Departments, 
United States Senate, Washington 25, D. C. 

My Dear Mr. CHAIRMAN: This is in reference to your letter of May 25, 1951, 
in which you stated that time would be made available to me if I desired to 
express my views on 8S. 1166, to create a commission to make a study of the 
administration of overseas activities of the Government. 

The views of the Bureau of the Budget on 8S. 1166 are expressed in my letter 
to Senator McClellan of April 24, 1951. Therefore, it does not appear to be 
necessary to encroach upon the subcommittee’s time to restate these same views, 

Sincerely yours, 
F. J.. Lawton, Director. 


Senator O’Conor. We will insert in the record a statement filed 
with the subcommittee by Edward A. Gaskin. 
(The statement referred to follows :) 


STATEMENT OF EpwArp A. GASKIN, PRESIDENT, LOcAL 900, GOVERNMENT AND CIVIC 
EMPLOYEES ORGANIZING COMMITTER, CIO 


I am Edward A. Gaskin, president of Local 900 of the Government and Civic 
Employees Organizing Committee, ClO. Our local represents over 8,000 local- 
rate employees in the Panama Canal Zone. 

First of all, Mr. Chairman, I want to express my appreciation and the appre- 
ciation of the members of our organization for the opportunity you have extended 
to us to present our views on 8. 1166. We strongly recommend the enactment 
of this bill. We feel it is of highest importance that the treatment of noncitizen 
employees of the United States overseas be thoroughly investigated. Policies of 
the United States Government in regard to noncitizen employees have a terrific 
impact, not only in terms of the efficiency of the operations of Government, 
but also in terms of defense of the hemisphere. 

I shall speak, not in regard to the general overseas picture, but to that part 
of the overseas policy of the United States Government about which I have an 
intimate knowledge, namely, the Panama Canal Zone. I lave lived my entire 
life, 33 years, in the Panama Canal Zone. I am Panamanian. I have been a 
noncitizen employee of the United States for 14 years. I therefore feel eminently 
qualified to discuss the policies of the United States in the zone as well as their 
impact upon the Republic of Panama and other Latin-American countries. 

The proposal contained in S. 1166 to create a commission to make a study of 
the administration of overseas activities of the Government, and to make 
recommendations to Congress with respect thereto is, in our considered opinion, 
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vitally necessary, and, in a measure, too long overdue; especially with regard 
to the Panama Canal Zone. 

First, we feel that the efficiency of the operations of the Panama Canal Zone 
can be substantially improved upon. ‘There is at present a woeful waste of 
human resources. 

In 1908, when America embarked on the construction of the Canal, there 
existed a lack of skilled labor on the isthmus. To supply this need, skilled labor 
was recruited from the continentai United States at rates comparable to those 
in the United States plus a 25-percent differential. Even in those early years, 
the record will substantiate the fact that there were skilled employees among 
the local-rate force, performing highly skilled duties, but classified as helpers. 
In many instances such persons carried skilled supervisors—that is, did their 
work for them. Over the years since 1908 a large proportion of the other 
“helpers” were required by their supervisors to assume more and more of their 
duties. As a consequence, it was not long before these helpers who were learning 
by doing could perform all of the skills required for a particular job. Simul- 
taneously, we had a parallel situation developing. Supervisors, finding it possible 
to have their jobs done by someone else, eventually and through a lack of practice, 
became less and less proficient in these jobs. Such has been the situation on 
the Canal Zone for 47 years. 

Yet the same individuals in the zone administration, who recognize the impor- 
tance and validity of apprentice-learner programs for United States rate em- 
ployees, fail to take cognizance of the fact that 30 to 40 years of performing these 
jobs, day after day, and in addition, breaking in new recruits from the continent, 
have qualified these thousands of local rate workers as skilled employees. They 
fail to take cognizance also of the existing pools of skills so created. Concur- 
rently with this development, we have had a great number of individuals among 
the “local rate” employees who have had training in vocational schools and in 
commercial schools, both in the Republic of Panama and in the zone. A perusal 
of the record will show that in the Army, the Navy, and the Air Force, many of 
these employees have held highly skilled jobs throughout the years, while being 
denied similar opportunities with the Panama Canal and Panama Railroad or- 
ganizations. Among the “locai rate’ employees in the armed services, we have 
fully qualified electricians, carpenters, clerks, stenographers, mechanics, masons, 
upholsterers, linesmen, Diesel mechanics, cabinetmakers, chauffeurs, and many 
others. Yet, the United States continues to bring down United States rate em- 
ployees for such jobs in the Panama Canal-Railroad organization. 

Second, we hold strongly the point of view that from a security standpoint, 
this situation can cost the United States Government billions of dollars in years 
to come. While billions of dollars are being expended yearly to stay the rising 
tide of communism in Europe and in Asia, woefully scant attention is being paid 
to the Western Hemisphere—America’s own backyard—and to the conditions 
which are fostered on the Canal Zone under the aegis of the United States 
Government. 

People in Latin America look upon the Canal Zone as a mirror of America’s 
practice as against her ideals. That mirror at present reveals to them a social 
and economic image which is revolting, to say the least. Not only are citizens 
of various distant and nearby American countries discriminated against and 
segregated when contracted to work for the United States Government, but 
Panamanian citizens, to whom the United States is committed by treaty obliga- 
tions contained in the treaty of 1936 to equality of treatment in all phases of 
employment with United States citizens, are also subjected to the most degrading 
and humiliating conditions imaginable. 

The vast majority of non-United States citizen employees at present receive be- 
tween 35 and 55 cents per hour, and they perforce must purchase their basic 
commodities and household goods in a predominantly North American economy, 
at North American prices, while receiving wages geared to a Caribbean standard. 
Had these people been privileged to purchase in some of the surrounding coun- 
tries, other than in Panama, and where the cost of living is substantially lower, 
they would have no basic cause for complaint; but with the establishment of a 
permanent miniature United States Government on the zone, it was inevitable 
that a United States economy should emerge and that it would ultimately affect 
the economy of Panama, and “disrupt” it. Today, such a condition is true and 
we find that the cost of living in Panama is now not only higher than that in 
the Canal Zone, but is also substantially higher than that in the United States. 
As a result, local rate workers are unable even to feed and clothe themselves 
and their families adequately between pay periods, and they must now look for- 
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ward to arrival at old age with a feeling of apprehension and despair. Men 
who reach the age at which other people normally retire must look forward to the 
meager sum of $25 per month in relief. This sum relieves nothing, for it cannot 
pay rent for even one-room apartments in the cities of the Republic. 

At the present time—and this has been true for many years now, there has 
been a feeling of bitterness and disillusionment running the entire gamut of 
feeling among the masses in Latin America. This resentment was noticed by 
Lester Velie, who, writing in the January 20, 1951, issue of Collier’s, stated in 
his article, The Panama Canal Is Wide Open to Attack that: 

“When the Republic of Panama celebrated its Independence Day, November 3, 
and school children paraded with an array of United Nations flags, spectators 
paid their respects to the foreign countries by applauding warmly. But when 
an American veterans’ group from the Canal Zone marched by with the Stars 
and Stripes, there was a painful silence.” 

It was this feeling of resentment and bitterness because of the treatment 
accorded Panamanian citizens in the Canal Zone which precipitated the “base 
incident” in 1948, when the people pressured the National Assembly into re- 
jecting the renewal of air bases to the United States Government. The vote was 
51 to 0. This occurred despite the fact that sober-minded citizens pointed out 
to the Assembly that Panama would suffer an economic loss as a result. How- 
ever, the psychological atmosphere was such that no politician dared to oppose 
the pressure. This is but one illustration of how the policies of the United 
States in the Canal Zone adversely affect the defense of the Canal and of the 
hemisphere. 

It is our position that a large colony of Americans cannot help but serve as a 
barometer of America’s good will toward her Latin-American neighbors. It 
should always be borne in mind that it is these citizens, who work for the 
United States Government on the zone and the many more like them, not the 
politicians and the privileged few, who ultimately shall make the decision as to 
whether or not democracy survives and flourishes in this part of the world, 
and who shall be called upon if and when war comes to this hemisphere to bear 
arms in defense of our way of life. We are confronted by an enemy whose pri- 
mary ebjective is the domination of the hearts and minds of men and whose 
followers will resort to the vilest and most vicious tactics to obtain their goal. 
We must meet this challenge, not by their type of fanaticism, but by restoring 
and strengthening in the hearts and minds of every man and woman in this 
hemisphere such an abiding and deep-seated faith in democracy which should be 
in itself a most formidable barrier to insidious forces that would cast dissension 
and strife among our citizenry. 

At the present time, there are some 20,000 local-rate civilian employees on 
the zone, and it is our belief that they form a respectable fraction of the 193,000 
civilian overseas employment of the United States. The overwhelming mi- 
jority, if not all of them, are citizens of our Western Hemisphere. We certainly 
do not generate love and confidence in our way of life with half of the zone 
employees in plenty and half in want. We recommend, therefore, that in view 
of the critical world situation and the urgency for corrective action, that this 
committee immediately investigate conditions in the zone with a view to initiat- 
ing immediate if temporary remedial action. The problem, we feel,-cannot be 
allowed to simmer pending several years for an over-all report. In this way, 
I believe we can hold the fort pending action on the over-all problem. 


Senator O’Conor. We will at this time recess, and if any further 
testimony is necessary an additional hearing will be called. We are 
obliged to all of you gentlemen for your cooperation. 

(Whereupon, at 12: 15 p. m., the hearing was adjourned.) 


79) OVERSEAS ACTIVITIES OF THER GOVERNMENT 











APPENDIX A 


Summary oF Report or THE Brookines INstTiruTion 


The following pages comprise the foreword and summary of a 
report, the Administration of Foreign Affairs and Overseas Opera- 
tion, prepared by the Brookings Institution for the Bureau of the 
Budget. The complete report is being published and will soon be 
available in printed form. 

It should be noted that this study was prepared at the direction 
of the President and, as appears from the testimony of witnesses 
who appeared before this committee, does not conform to the recom- 
mendation of the Hoover Commission, that “the Congress direct a 
comprehensive study to be made of the entire problem of overseas 
operation and administration.” 


Fore WorpD 





This is the final report on a study conducted by the Brookings Institution of 
the administration of the foreign affairs and overseas operations of the United 
States Government. 

The study was undertaken at the request of the Bureau of the Budget in June 
1950. Specifically its purpose was to explore the major requirements of, and the 
problems involved in, the organization and administration of foreign affairs and 
overseas operations, and to develop and present conclusions concerning them. 
It was intended that the study should derive from, and provide an extension of, 
the work of the Commission on Organization of the Executive Branch of the 
Government (the Hoover Commission). In one of its reports that Commision 
had recommended a further comprehensive study of the entire problem of over- 
seas operation and administration, while in various other reports it had made 
related recommendations on the administration of foreign affairs, some of 
which have been carried out and others of which have apeared to require 
further study. 

The institution submitted, in December 1950, a preliminary report on some 
of the more pressing problems with respect to the administration of military 
and economic aid. 

The research and investigation for both the preliminary and final reports 
began with a review by the staff of the pertinent materials and studies available 
to it. Four staff members made field investigations of United States diplomatic, 
military, and economic aid missions and the general problems of administration 
and coordination of the diverse organization units operating in Europe. Coun- 
tries visited by one or more staff members were Belgium, Denmark, France, Italy, 
the Netherlands, Norway, ‘Switzerland, the United Kingdom, and the Federal 
Republic of Germany. Almost 200 persons with important responsibilities for 
United States programs on the country and regional level were interviewed, 
together with more than 200 officials responsible for various aspects of foreign 
affairs administration in Washington. 

Staff discussions then proceeded to an analysis of the information gained, 
to an identification of the issues and problems, and to an evaluation of possible 
alternatives for meeting them. 

Invaluable help was received throughout from the members of the agencies 
having foreign-affairs responsibilities, who consulted freely and frankly, in 
groups and individually, to aid in clarifying the issues and in testing the alterna- 
tive solutions. 

Chief among the agencies consulted were, of course, those with major foreign- 
affairs responsibilities, the Departments of State and Defense and the Economic 
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Cooperation Administration, and various units within the Executive Office of 
the President. Other agencies consulted in varying degrees were the Depart- 
ments of Agriculture, Commerce, Interior, Justice, Labor, Post Office, and 
Treasury ; the Civil Service Commission, the Civil Aeronautics Board, the Export- 
Import Bank, the Federal Communications Commission, the Federal Security 
Agency, the General Services Administration, the Tariff Commission, and the 
Veterans’ Administration. 

Members of the staff of the Bureau of the Budget contributed immeasurably 
in presenting pertinent information as to past and proposed actions, in identify- 
ing the problems, and in posing various alternatives for consideration . 

Prior to arriving at conclusions, experts in the field of economics, interna- 
tional relations, and public administration were consulted. These included 
Royden J. Dangerfield, professor of international relations, University of Illi- 
nois; Rowland Egger, professor of political science, University of Virginia; John 
Gange, director, Woodrow Wilson School of Foreign Affairs, University of Vir- 
ginia; Grayson Kirk, provost, Columbia University; Arthur W. Macmahon, 
professor of public administration, Columbia University; James L. McCamy, 
professor of political science, University of Wisconsin; John F. Meck, treasurer, 
Dartmouth College; Don K. Price, associate director, public administration clear- 
inghouse ; Charles F. Remer, professor of economics, University of Michigan; and 
Harold Stein, staff director, committee on public administration cases, * * * 

Leo PASVOLSKY, 
Director, International Studies Group. 
Paut T. Davin, 
Senior Staff Member in Charge of the Project. 
WASHINGTON, D. C., June 1, 1951. 


THe ADMINISTRATION OF FOREIGN AFFAIRS AND OVERSEAS OPERATIONS 
SUMMARY: SCOPE AND CONCLUSIONS OF THE REPORT 


This report was undertaken primarily for the purpose of supplementing certain 
portions of the work of the Commission on Organization of the Executive 
Branch of the Government (the Hoover Commission). The principal objective 
has been to prepare an analysis yielding conclusions that can be applied to 
certain phases of the general problem of organizing the Government for the 
conduct of foreign affairs and overseas operations. In pursuing this objective, 
special attention has been given to questions of organization that are of general 
and enduring importance and that can also be expected to have interest in 
relation to the decisions of 1951. 


SCOPE OF THE REPORT 


The first three chapters of the report are devoted respectively to a review of 
factors basic to the conduct of foreign relations in the world today, to recent 
developments in Government organization affecting the administration of foreign 
affairs, and to key elements of administrative doctrine for major units of the 
Government. Six chapters then follow, each of which is devoted to the detailed 
examination of a complex problem involving a number of main issues and alter- 
native courses of action. 

The problems selected for analysis in chapters IV-IX have been stated as 
follows: 

1. To determine the basic structure of organization in the executive branch 

most suitable for the conduct of foreign economic programs. 

2. To review the responsibilities of the Department of Defense in the field 
of foreign affairs and to determine the relationships it should accordingly 
maintain with other foreign affairs agencies. 

3. To determine the functions that should be performed by the Department 
of State in the operation and coordination of foreign programs. 

4. To determine the manner in which the United States Government should 
be represented in foreign countries, and the relationships of United States 
officials in each country to the chief of the diplomatic mission in that country. 

5. To determine the kind of personnel administration that is needed for 
the recruitment and retention of the overseas civilian staffs essential to the 
foreign affairs programs. 
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6. To determine when and how the interdepartmental committee should 
be used in preference to other coordinating devices in the administration 
of foreign affairs activities requiring special emphasis upon interdepart- 
mental coordination. 

These problems are not the only important problems of current interest within 
the area of this report. Other problems were excluded in part because of limi- 
tations on the amount of available information concerning them, in part because 
they involved factors subject to such rapid change as to make thorough analysis 
at this time difficult or impossible, and in part because of limitations of time and 
staff. Three problems that we have deliberately excluded as subjects for con- 
clusive attention, although each is touched upon repeatedly in the course of the 
report, are (1) the problem of regional arrangements, (2) the problem of the in- 
ternal organization of the Department of State, and (8) the problem of organi- 
zation within the Executive Office of the President. 

As to the regional arrangements, we are aware of the complex interrelation- 
ships between mutual defense assistance affairs and North Atlantic Treaty 
Organization affairs, between the North Atlantic Treaty Organization and the 
Organization for European Economic Cooperation, and between the problems 
of representation at regional organizations and of regional supervision of the 
missions abroad. These problems are particularly important in connection 
with the functions of the Deputy United States Representative, North Atlantic 
Council, and the Office of the Special Representative of the Economic Coopera- 
tion Administration in Paris. Considerable time was given to the study of 
these matters and is reflected generally in various parts of the report. But 
as far as the specific questions of organization at the regional level itself are 
concerned, developments have been occurring so rapidly along lines that could 
not readily be followed from a distance that it has been impossible for us to 
complete an analysis and to draw conclusions of whose merits we could be 
certain. 

The problem of the internal organization of the Department of State was 
generally excluded from the scope of this report from the beginning. The sub- 
ject is one to which the Hoover Commission gave extensive attention and on 
which its recommendations have had a substantial influence. We have accord- 
ingly centered our attention elsewhere, and most of all on the previously un- 
resolved questions on the distribution of foreign program operating responsi- 
bilities between the Department of State and other agencies of the Government. 
As will be apparent from the present report, certain of the Government-wide 
problems lead back into the internal organization of the Department of State. 
The subject is one that may deserve a further intensive examination after an 
additional period of evolution, particularly if basic agreement emerges as to 
what functions should be performed in the Department of State. 

The problem of organization within the Executive Office of the President is 
one that goes well beyond the scope of the present report, yet many of the prob- 
lems with which we have been eoncerned will not be fully resolved until there 
has been a further evolution of thought and action with respect to the internal 
organization of the Executive Office. We have accordingly given the subject 
some attention even though we have not attempted to deal with it conclusively. 


SUMMARY OF CONCLUSIONS 


The conclusions that follow have been developed from the analysis contained 
in chapters IV to IX, respectively, and appear also at the end of those chap- 
ters. 


Organization for the conduct of foreign economic programs 


1. The problem of how the executive branch can best be organized for the 
conduct of foreign economic aid and related foreign economic activities involves 
a basie organizational dilemma. Several factors point to the desirability of 
centralizing foreign economic affairs in a permanent agency separate from the 
Department of State, particularly if it can be expected that large-scale foreign 
economic programs will continue for a long period of time. But such a solu- 
tion would fail to recognize that economic affairs are an integral part of foreign 
affairs; a general foreign affairs agency divorced from the economic aspects of 
foreign affairs would have difficulty in meeting its most important respon- 
sibilities. 

The continued existence of a foreign economic agency with limited scope 
and nonpermanent status, such as the Economic Cooperation Administration, 
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will inevitably be accompanied by administrative difficulties arising from un- 
settled and potentially conflicting jurisdiction. Accordingly, in due course 
it may be necessary to decide between the permanent establishment of a De- 
partment of Foreign Economic Affairs, which would have full status as an 
executive department, and a concentration of foreign economic programs in 
the Department of State. The imponderables include not only questions of the 
nature, extent, and duration of foreign economic programs, but also of the 
status and role of the Department of State in the operation and coordination 
of foreign programs generally. Consideration would also need to be given to 
the extent to which changes may be effected in the internal organization and 
performance of the Department of State and the Foreign Service. 

2. A further organizational possibility should be considered that would seek 
to meet both points of view as fully as possible without detriment to either 
through the establishment of a new executive department modeled somewhat 
on the pattern of the Department of Defense. This would be a Department of 
Foreign Affairs, an executive department, within which there would be a Depart- 
ment of Foreign Economic Affairs as one of a number of subordinate adminis- 
trative departments. 

3. These questions regarding permanent organization cannot be wisely settled 
at this time in view of the uncertainties resulting from the present national 
defense emergency, and especially the uncertainty as to how long the United 
States Government will continue to carry on large-scale programs of foreign 
economic aid. Accordingly, organization for the administration of foreign 
economic programs during the emergency should be determined on the basis 
of short-range considerations. Present action should be taken in such a way as 
to prejudice later permanent decisions no more than necessary; but the require- 
ments for effective organization under present conditions must be given over- 
riding consideration as long as the conditions persist. 

4. We conclude that the Economic Cooperation Administration should be 
continued as an emergency agency for the administration of the economic 
aspects of foreign assistance and for such other closely related foreign eco- 
nomic activities as are of special importance during the emergency. The agency 
should not be considered permanent, but for efficient operation it will be essential 
to remove the statutory terminal date of June 30, 1952. We do not favor the 
substitution of any other terminal date in view of the unpredictable duration 
of the emergency, but the emergency status of the agency should be made clear 
in the legislation. 

5. We believe that the activities to be continued in or to be newly assigned 
to the Economic Cooperation Administration should include the following: 

(a) Completion of the European recovery program. 

(b) Economic aspects of the mutual defense assistance program, and of any 
successor program, such as the proposed mutual-security program. 

(c) Aid to southeast Asia and the Philippines, and other programs of eco- 
nomic assistance currently administered by the Economic Cooperation Adminis- 
tration. 

(d@) Technical assistance, including the Point IV program currently admin- 
istered by the Technical Cooperation Administration of the Department of 
State and the Institute of Inter-American Affairs. 

(e) Procurement and development of strategic materials abroad. 

(f) Export controls. 

(7) The foreign claimancy function. 

In addition, adequate arrangements should be made to insure full consistency 
between the lending activities of the Export-Import Bank and the other elements 
of foreign economic assistance. The minimum requirement is full consulta- 
tion between the bank and the Economic Cooperation Administration, with an 
opportunity for the Administrator for Economic Cooperation to have a voice 
in the determination of the bank’s policies. If necessary, further steps should 
be taken. 

6. The Department of State should continue to be responsible for leadership 
in the formulation of foreign economic policy and in the coordination of foreign 
economic policy with general foreign policy. It should remain responsible under 
the President for providing foreign policy guidance for programs of economic 
aid. The further problems that will arise in the coordination of a more fully 
unified program of military and economic aid are considered in a later section 
of this summary. 

7. Leadership in securing the coordination of foreign and domestic economic 
policy is a complex assignment of the greatest importance. Responsibility for 
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such leadership within the executive branch should be centered in the Executive 
Office of the President. The permanent assignment to the President’s Council 
of Economic Advisers of a more specific responsibility than it has at present 
should eventually be considered. Under present conditions of defense emer- 
gency, the Office of Defense Mobilization in the Executive Office of the President 
is concerned with these matters and should continue to have major responsibility. 


The Department of Defense and the conduct of foreign affairs 


1. The Department of Defense should participate in the formulation of foreign 
policy by furnishing military advice to the President and the Department of 
State, taking economic and foreign policy implications into account so far as 
feasible in developing its military advice. 

2. The two-way nature of the relationship between the Departments of State 
and Defense should be emphasized, because of the interrelations between foreign 
policy and military policy. National security policy must include elements of 
both foreign policy and military policy; determinations in the field of national 
security policy will tend to guide both foreign and military policy and planning. 
Diplomacy is the primary instrument for reaching political agreement among 
associated nations, but military planning must run parallel to it in the organiza- 
tions in which the nations are associated. The blending of political agreement 
with international military planning under a coalition requires a high degree 
of coordination and mutual understanding between the Departments of State 
and Defense, 

3. The National Security Council provides the place for organized joint work 
by the Departments of State and Defense on matters of national security policy 
and grand strategy. The Council provides means by which comprehensive policy 
can be systematically formulated, reduced to writing, approved by the Presi- 
dent, and communicated to action agencies. Although relatively new, the 
Council has become established as a necessary institution of the Government and 
appears to be functioning with increasing success as a place for teamwork under 
the President on the part of the departments most concerned. 

4. Problems arising out of the North Atlantic Treaty and the mutual defense 
assistance program have tested the ability of the Departments of State and 
Defense to organize internally and to cooperate with each other. The recent 
appointment of a Director of International Security Affairs in the Department 
of State and of an Assistant to the Secretary for International Security Affairs 
in the Department of Defense, the related reorganization of staff activities within 
each Department, and the creation of the interdepartmental International Se- 
curity Affairs Committee (ISAC) have been steps in facilitating joint work on 
NATO affairs and mutual defense assistance. The possible further evolution of 
these arrangements for a more unified program of military and economic aid is 
considered in the next section of this summary. 

5. If the issue of occupied-areas administration should again arise in form 
similar to that presented at the end of the Second World War, the principal 
responsibility for Government and administration should be transferred from 
the Department of Defense to a civilian agency as soon as feasible after the 
end of hostilities. In the present situation in Korea, the major problem is one 
of civil affairs administration during a period of active military operations. 
During actual hostilities, civil affairs administration should remain the respon- 
sibility of the military commander, subject to policy as determined at the seat 
of government. The Departments of Defense and State should promptly com- 
plete the necessary administrative studies, which are already in process, and 
perfect their respective internal organizations for joint planning and staff 
work on civil affairs, military government, and occupied-areas administration. 

6. The present world situation indicates that for many years there is likely 
to be a need for intensive joint work between the Departments of State and 
Defense on many aspects of policy, planning, and operations. The two Depart- 
ments should accordingly give consideration to the systematic organization of 
their own processes of joint work with each other on matters of special mutual 
eoncern. Such joint work will require appropriate staff organization in each 
Department. The further development of central staffs in each Department that 
can work closely with each other should be emphasized. 


The role of the Department of State in program operation and coordination 

1. The issues as to the role of the Department of State in program operation 
and coordination involve questions relative to the general status and role of 
the Department in the executive branch as a whole. We conclude that while the 
Department has certain special characteristics as an executive department, it 
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nevertheless is and should be of the same organizational status as the other 
executive departments. It would be incompatible with that status to vest author- 
ity in the Department of State to direct the work of other executive departments 
and agencies concerned with foreign affairs. It would likewise be incompatible 
with the status of the Department of State as an executive department to treat 
it as a staff agency of the President in any specialized sense; the staff agency 
concept is usually understood to imply a mode of operation that would be un- 
workable in the case of the Department of State. A staff agency can seldom be 
given executive responsibility for the matters with respect to which it performs 
advisory functions, yet it is essential that there be an executive department 
with general responsibility in the field of foreign affairs. 

2. Pending some resolution of the questions referred to in a previous section 
of this summary, which may eventually require the organization of a new 
Department of Foreign Affairs, the Department of State should continue to 
serve as the executive department with general foreign affairs responsibility. 
Like other executive departments, it should perform major policy and operating 
functions within its own major purpose field. It should not take over all foreign 
affairs work, but should maintain a review of all such work wherever carried 
on. It should give concentrated and expert attention to the major problems of 
foreign policy planning. 

3. We are unable to accept the thesis that as a general rule the Department of 
State should not be given responsibility for the operation of specific foreign pro- 
grams. Only in rare instances and in connection with programs of outstanding 
importance should it be necessary to establish new special-purpose agencies 
for the administation of foreign programs. It would seem unwise to establish 
a new general-purpose agency for the administration of foreign programs; the 
proposal for a new Administration of Overseas Affairs, to administer overseas 
programs other than the diplomatie and consular services, should, in our opinion, 
be rejected. Foreign programs should seldom be administered by departments 
or agencies whose concerns are mainly domestic, unless the program itself is a 
mixture of foreign and domestic activities in which the domestic element pre- 
dominates. As the general-purpose foreign affairs agency, the Department of 
State should ordinarily be the agency to administer foreign programs. In doing 
so, it should seek actively to make use where appropriate of the facilities of other 
agencies, 

t. Every executive department should be regarded as having responsibility 
for leadership in securing coordination throughout the executive branch of the 
matters for which it has the primary concern. As the general foreign affairs de- 
partment of the Government, the Department of State should be regarded as 
having the responsibility for leadership in securing coordination throughout the 
executive branch of the matters with respect to which the foreign affairs interest 
is primary. Its responsibility in that regard is not the neutral responsibility of 
a staff agency assisting the President; it is a positive responsibility arising out 
of the major functions of the Department as an executive department. The 
foreign affairs aspect will not necessarily be primary in every foreign affairs 
matters; in those cases the Department should accept a secondary place in the 
coordination process. Any question of jurisdiction as to which department or 
agency has the primary interest, unless arising out of conflict of laws, should 
be settled by the President with the assistance of appropriate staff work in 
the Executive Office. 

5. The assignment of responsibility for leadership in securing coordination at 
the departmental level does not imply any vesting of command authority. The 
assignment is to secure voluntary agreement among equals who are responsible 
alike to higher authority. While any participant may withhold agreement for 
cause, all are obligated to work together in search of agreement. The depart- 
ment or agency with the leadership responsibility for securing coordination 
has the further responsibility for promptly referring any unresolved disagree- 
ment to higher authority. 

6. In program coordination, the Department of State should normally have 
the responsibility under the President for leadership in securing coordination 
in representing to other governments the views of the United States, reporting 
to Washington the views of those governments, and leading the necessary nego- 
tiations at the governmental and departmental levels. It should likewise be re- 
sponsible in Washington for leadership in securing coordination of the views of 
interested agencies, preparatory to the conduct of negotiations. Ordinarily it 
should have the primary responsibility for securing coordination of the opera- 
tions of particular programs insofar as relations with individual countries are 
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directly affected. When the primary responsibility for a particular foreign 
program is vested in another agency, the Department of State should have at 
least a joint responsibility for negotiations at the governmental level. 

7. All existing programs of military and economic aid should be directed 
toward the same goal in the present national-defense emergency. The current 
diffusion of such programs, with variety in objectives as well as in administrative 
arrangements, is no longer appropriate. All forms of foreign aid should so 
far as possible be conceived, authorized, and carried out as one program, with 
a single controlling declaration of policy. 

8. The administration of a united program of military and economic aid 
should be carried out jointly by the Department of Defense, the Economie Co- 
operation Administration, and the Department of State. Some form of central 
coordination or direction must be provided; but the method by which this 
is to be done with sufficient effectiveness is a matter of great difficulty and com- 
plexity. It is our conclusion that effective authority to direct the operations 
of all three agencies in a unified program cannot be vested in any one of them, 
in view of the magnitude and importance of the tasks to be performed by each of 
the several agencies and their status as coequals. 

It may be possible, nonetheless, to secure successful program administration 
while relying primarily upon voluntary interagency agreement through the ex- 
isting mechanism of the International Security Affairs Committee, of which 
the Department of State holds the chairmanship. The test of the effectiveness of 
this device, however, is whether three important conditions are met. One such 
condition is clarification of relationships between the Economic Cooperation 
Administration and the Department of State. Another is continued activty on 
the part of various units of the Executive Office of the President in support of 
coordination at the departmental level. A third is sufficient unity in the Gov- 
ernment as a whole to make it possible for the Department of State to exercise 
effectively the leadership responsibility that has been assigned to it. 

If some or all of these conditions cannot be met, it may become necessary to 
give further consideration to the possibility of appointing a Director of Military 
and Economic Aid in the Executive Office of the President. Consideration should 
also be given to the possibilities inherent in the further development of the Na- 
tional Security Council through the establishment of a full-time Vice Chairman 
with responsibilty under the President for executive leadership in the coordina- 
tion and execution of all phases of national security policy, including the unified 
program of military and econome aid. Meanwhile, the existing arrangements 
in the form of the International Security Affairs Committee and the Director of 
International Security. Affairs in the Department of State should not be lightly 
upset. Basic policy underlying the program should continue to receive the at- 
tention of the National Security Council in the preparation of recommendations 
for approval by the President. 

9. No change in the existing arrangements for the administration of occupied 
areas is recommended. Should a similar problem arise in the future, we would 
be doubtful as to the desirability of vesting primary administrative responsibility 
in the Department of State. A separate special-purpose civilian agency at the 
seat of government might be preferable, if the problem is not resolved by the 
establishment of an international adminstrative agency, as suggested by United 
Nations arrangements for Korea. 

10. We believe that the existing overseas information program of the Depart- 
ment of State should remain under the administration of that Department and 
that a great part of the overseas information program of the Economie Coopera- 
tion Administration, particularly in Western Europe, should be transferred to 
the Department of State. 


Representation in foreign countries 


1. The requirements of military representation appear to require the assign- 
ment of military staffs abroad. The existing organizational relationships be- 
tween the military groups and the diplomatic missions at the posts abroad appear 
for the most part to be stable and satisfactory. 

2. Country missions of the Economic Cooperation Administration should be 
brought into a closer relationship to the diplomatic missions than has obtained 
in the past, and should be under the authority of the chiefs of diplomatic mis- 
sions at least to the same extent as the military aid missions. Some variation 
in pattern from country to country will be necessary and should be accepted ; in 
the case of those countries with respect to which the Economic Cooperation 


li et ed wees al "Qn 





































































78 OVERSEAS ACTIVITIES OF THE GOVERNMENT 


Administration and the Department of State are able to agree, or the President 
so directs, there should be full consolidation under the Ambassador, with transfer 
of administrative funds accordingly to the Department of State. The Economic 
Cooperation Administration should continue to be responsible for defending the 
estimates and authorizing expenditures in detail for personnel engaged in its 
work abroad, and for nominating any personnel to be appointed for duty abroad 
on its behalf by the Department of State. 

3. Many of the interests of the Departments of Agriculture, Commerce, and 
Labor can appropriately be met abroad by personnel who are fully under the 
permanent jurisdiction of the Department of State; other and more specialized 
interests should be met by the nomination of qualified individuals for. temporary 
duty abroad under the Department of State with the expectation of eventual 
return to the nominating agency. The existing arrangements for Treasury 
attachés appear to be working well, but in the interest of consistency it would 
seem desirable for those attachés to be nominated to the Department of State 
for appointment for their periods of duty abroad. In general, we believe that 
all agencies with specialized requirements for representation abroad should be 
permitted to detail their own employees for such service, but that ordinarily the 
process should consist of nominating the employees to the Department of State 
for temporary appointment during the period of duty abroad. The agencies 
requiring the specialized work abroad should be responsible for securing the 
necessary funds and for making such transfers of funds to the Department of 
State as are necessary to finance appropriate arrangements. 

4. To the extent that there is permanent or temporary integration of other 
staffs into the diplomatic missions, questions as to the authority and responsi- 
bility of the Ambassador for supervision and coordination will be largely resolved. 
Where independent staffs remain, there should be full recognition of the leader- 
ship and coordination functions of the Ambassador as representative of the 
President. 

5. The problem of communications control likewise will tend to disappear to 
the extent that there is permanent or temporary integration of other staffs into 
the diplomatic missions under the administrative authority of the Ambassador. 
But to the extent that the autonomy of agency representatives abroad is deliber- 
ately maintained, freedom of communication between the agency and its repre- 
sentatives is an essential part of that autonomy and should at most be subject 
to substantive control in the nature of the suspensory veto. 


Personnel administration for overseas civilian staffs 

1. Prompt and adequate staffing of the agencies, mobility and interchange- 
ability in the staffs, adequate specialization and training of the personnel, pre- 
indoctrination for overseas service, continuing development of potential leader- 
ship personnel, and the progressive adaptation of personnel policies and tech- 
niques to managerial necessities are the goals of effective personnel administra- 
tion for foreign affairs agencies. 

2. Greater decentralization of personnel authority and responsibility to the 
agencies responsible for foreign programs is desirable, coupled with general 
policy supervision from a central source, Within agencies, there should be 
greater delegation of authority and responsibility to heads of overseas establish- 
ments and missions than is generally the practice at present. 

3. The recommendations of the Hoover Commission and of the Rowe committee 
are for changes in the direction of an expanded and simplified foreign affairs 
personnel system. This is desirable and should be pressed, particularly insofar 
as it can be accomplished through administrative action. There is need for the 
development of a long-range program involving new basic personnel legislation, 
which would contemplate the creation of a foreign affairs personnel system 
inclusive of all, or nearly all, civilian foreign affairs staffs at home and abroad, 
The first stage in such a program could appropriately include the personnel of 
the Department of State and the Foreign Service, the home and overseas staffs 
of the Economic Cooperation Administration, and the civilian personnel of the 
Department of Defense who are stationed at diplomatic missions abroad. 

4. Program staffing is a necessary and desirable concept in foreign affairs 
personnel administration. It should not be adopted to tue exclusion of the 
career staffing concept, but should be recognized as legitimate and essential in a 
balanced approach to the expanding responsibilities of foreign affairs staffs. 
The new foreign affairs personnel system should give full recognition to the 
concept of program staffing. 

5. The successful establishment of a new foreign affairs personnel system 
depends upon a clear and unequivocal fixing of responsibility for administrative 
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leadership during the initial period. We therefore favor the designation or 
appointment, within the Executive Office of the President, of an administrative 
assistant to the President who would devote himself intensively to the problems 
of foregin affairs personnel administration for a period of 1 to 3 years, with the 
assistance of a small high-quality supporting staff. It would be the initial 
assignment of this unit to develop the necessary legislative proposals in con- 
sultation with interested agencies and to be of assistance during the period of 
their congressional consideration. Upon the enactment of basic legislation, 
the unit would concern itself with the preparation of such Executive orders and 
foreign affairs personnel regulations as would then be needed. Thereafter the 
future of the unit would be subject to reconsideration, taking into account such 
progress as may have occurred in the general development of the central 
personnel institutions of the Government. 


Coordination through interdepartmental committees 


1. Executive Office staff work and interdepartmental committee work are to 
some extent alternatives to each other, but neither can be a completely effective 
substitute for the other. Interdepartmental committees can be useful provided 
there is general understanding of their limitations and there are also safe- 
guards against abuses. 

2. In securing successful interdepartmental committee work, there is no sub- 
stitute for a competent presiding officer who believes in the purpose for which 
the committee was established. In those cases where it is essential that the 
chairmanship be held by a particular agency, failure to provide an effective chair- 
man is a significant failure upon the part of the agency. 

3. Jurisdictional issues should not be debated in interdepartmental commit- 
tees. Problems of work assignment among agencies should not be handled in 
interdepartmental committees unless the respective agency jurisdictions are 
reasonably clear and well understood. Jurisdictional issues that arise in the 
course of committee work should be promptly taken elsewhere for decision. 

4. The terms of reference for a permanent interdepartmental committee should 
usually set forth specifically the channel by which any unresolved issue is to be 
appealed to higher authority, and the deciding authority should be designated. 

5. AS a general rule, interdepartmental committees should not be established 
at the Cabinet level unless they are specifically advisory to the President. The 
assistant secretary or bureau chief level appears most appropriate for commit- 
tees in which the agency members are expected to commit themselves to an 
agreed decision as the end product of the committee process. 

6. Cabinet-level committees should be established only with the specific Presi- 
dential approval, although such action may appropriately be informal in the 
‘ase of ad hoc committees. Other permanent interdepartmental committees 
should be established only by Executive order, in order that appropriate pro- 
cedural safeguards may be maintained. Ad hoc committees below the Cabinet 
level need not receive Presidential approval and may appropriately be formed 
by interagency agreement. 

7. The supervision of permanent interdepartmental committees is essentially 
an Executive Office function and one for which definite responsibility should be 
fixed. The lack of any central secretariat in the Executive Office of the Presi- 
dent for the more important standing interdepartmental committees appears to 
be a gap in the governmental machinery of the United States. The system of 
interdepartmental committees is unlikely to serve the public interest as well as 
it should until means can be found by which this gap may appropriately be filled. 

8. The uncertainties as to the proper organization and use of Cabinet com- 
mittees have been a major factor standing in the way of Executive Office action 
to deal with the general problem of interdepartmental committees. Cabinet 
committees are being utilized increasingly on an ad hoc basis. The National 
Security Council is a permanent body for the conduct of deliberative activities 
at the Cabinet level. 

9. The National Security Council has become more than a Cabinet committee, 
inasmuch as the President himself has begun to preside regularly. There is a 
question as to whether the present values of the Council for central coordination 
could be preserved while securing the advantages to the President that might be 
inherent in the appointment of a full-time Vice Chairman of the Council. The 
existing limitations on the scope of the National Security Council appear to have 
been somewhat responsible for the establishment of the Office of the Special 
Assistant to the President (Mr. Harriman) and the International Security 
Affairs Committee. The relationships between the three units may appropriately 
be subject to a further evolution. 
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